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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANTS ASS'N. an 

unincorporation association; and 

BENNIE MASON, individually and as 

President of Grace Towers Tenants 

Association and ELIZABETH BOONE, 

individuaily and as Secretary of 

Grace Towers Association, and on 

behalf of all others similarly COMPLAINT 
situated, | CLASS ACTION 


, Plaintiffs, 


74 Civ. 
~against- 


GRACE HOUSING DEVELOPMENT FUND 

CO., INC.; JACOB UNPERWOOD, {IN Lay J 1 A 
individually and as President of ur AC & a 
GRACE HDFC COo., INC.; MARIA EVANS, ee 

individually and as Managing Agent of 
GRACE NDFC, Inc.; and JAMES T. LYNN, as 


Secretary of the United States Department 
of Housing and Urban Development, 


Defencants. 


A. “PRELIMINARY STATEMENT 
cern en Ne ee TN 


1. This is a class action brought by and «-n behalf 


of tenants and their tenant association in a subsidized housing 


Project owned and operated by the first defendants. The 


plaintiffs challenge a rent increase intended to go into effect 


October 1, 1974, on the yrouncs that first, the procedures used 


by H.U.D. in granting required approval for the increase denied 


plaintiffs a constitutional and statutory right to be heard; 
second, that the increase was not justified py the material 


submitted by the first de :ndants to H.U.D. and third, that 


H.U.D. should have denied the increase due to a lac’ of required 


services and irrecularities of operation of the project. 


% 


ne Se ee ne 


Grace Towers consists of two apartment buildings, 


‘of 84 units each, at 272 Pennsylvania and 2060 Pitkin Avenue, 


| 


| Brooklyn, New York, and adjacent and presently unrented 


| commercial space on Pitkin Avenue, all owned by defendant 


| 
; 


iGrace HDFcis a non-profit housing corporation whose sole 


;Grace Housing Development Fond Co., Inc.. (Grace HDFC). 


jilies living in Grace Towers. Grace HDFC is presently fed- 


wee ‘ate purpose is to provide housing to low income fam- 
laratty subsidized with a 3% 40-year motgage under §221(d) (3) 
| 


'of the National Housing Act, 12 U.S.C. §1715 1 (a), and 
i ' , 

' receives rent supplementation on behalf of 10% of the tenants 
| 


| 
} 
| 
’ 


pursuant to 12 U:S.C. §1701 (s). The project was build with 


: 
peatene ive financial aid from federal, state and local sources, 
! | 


jend is subject, as a result of its manner of incorporation 


lin New York State, and agreement with all three levels of 


jgovernment, to their pervasive regulation and supervision, 


jincluding extensive mesLaneeeT: rent levels.* Defendant 
hnaazwood is the Chairman of the Board and President cf Grace 
HDFC, and Defendant Evans its Managing Agent. 

On or about August 27, 1974, without previous 
‘wee with the tenants or notice to them, defendants 
j informed plaintiffs that the United States Federal.Housing 
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; 
‘Administration (FHA) had approved a 23% rent incr-ase to be 


jeffective October 1, 1974. 


} F 


Thereafter, legal counsel for the Association 
, approached the Loan Management Section of FHA, requested all 
| 


‘material submitted by the owner to FHA in application for 


" 
, 


| the increase, requested an opportunity for the tenants and 


I their legal and accounting consultants to submit and have 


i considered by FHA material in opposition to the increase and 


: 
‘to have a written determination by FHA on the increase with 


{r 


‘Supporting reasons.* ; 


\ In response to this request, George Brown, Acting 
; 

| Loan Management Director (FHA), had a meeting with a delega- 
ro ee aa 
;tion from the Association at wiuich he promised to supply all 
Inaterials submitted by the owner to HUD in support of its 
t 
, application for an increase. Brown «x. jected the other re- 
1 

favests. (See exchange of correspondence attached to complaint 
as Exhibit ee : i 
i The owner application material was received from 


Mr. Brown's office and submitted to the Association's 


; : ; ‘ ; se 
‘accountants for examination, analysis and an opinion as to 
' PS: . 


‘wether this information supported a 23% increase. 
: 


f The accounting firm, Hoffberg, Oberfest & Berger, 


| 
CPA's, 888 seventh Avenue, New York, New York, found that the 


f 
, 
*FPHA is a subsidiary agency of the United States Department 
of Housing and Urban Development (HUD). Defendant Lynn, as 
Secretary of HUD, bears the ultimate legal responsibility for 

“their actions. SSE AY Re aE EP ATTY Hi 
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B. JURISDICTION 


ie 2. Jurisdiction is involved under 28 U.S.C. §§1343, 
} 
1331, 1337 and 1361, there being rights at issue valued at 
| 
more than $10,000.00 exclusive of costs and interest. See also } 
> U.S.C. F702. 
C. PARTIES 


3. GRACE TOWERS TENANTS ASSOCIATION (hereinafter 


Association) is an unincorporated association, composed of 
tenants of Grace Towers, a project made of two adjacent 
residential buildings located at 272 Pennsylvania Avenue and 
2060 Pitkin Avenue, Brooklyn, New York, and a third commercial 
building. It sues on behalf of itself ana its members. 

4. BENNIE MASON is a tenant of Grace Towers residing 
at 2060 Pitkin Avenue, and is the President of the Association. 


& 5. ELIZABETH BOONE is a tenant Of Gzace Towers 


residing at 2060 Pitkin Avenue, and is Secretary of the Associ- 


‘ation. 


6. GRACE HOUSING DEVELOPMENT FUND CO., INC. (herein- 


er se 


after Grace HDFC) owns and Operates Grace Towers. On information 
and belief, it is a New York Corporation, organized pursuant 


to the New York Not-For-Profit Corporation Law (McKinney's 


ee ee 


Vol. 37 ) and Article 11 of the New York Private Housing Fi- 
nance Law (McKinney's Vol. 41 ). 

7. JACOB UNDERWOOD is the Chairman of the Board and 
President of Grace HDFC, and is also the pastor of Grace Baptist 


Church, located at 233 New Jersey Avenue, Brooklyn, New York. 


—  .- . o ik. eee 


He resides at 223 New Jersey Avenue, Brooklyn, New York. He is 


sued individually and as an officer of Grace HDFC. 


8. MARIA EVANS, on information and belief, is : 


employed by Grace HDFC as its Managing agent for Grace Towers. 


She is sued individually and as Managing Agent. 


9. JAMES LYNN is the Secretary of the United States 


Department of Hous’ng and Urban Development (H.U.D.). He is 


D. NATURE OF GRACE HDFC 


10. Grace HDFC is organized for the purpose of pro- 


| 
{ 
sued:in his official capacity. ; 
| 
q 
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viding low-cost housing for persons of lower income in New York 


City. Its vehicle for achieving this goal is Grace Towers, a 


complex of three buildings, two of which are residential con- 


taining 168 apartments, while the third contains 1,000 square 


feet of unrented comme.cial space. 


ll. The certificate of incorporation of Grace HDFC 


as a Membership corporation required the approval of a Justice 


of the Supreme Court of the State of New York, and of the State 


Commissioner of Housing and Community Renewal, and such approv- 


als would also be required for any amendment thereto. A copy of 
the certificate is annexed as Exhibit 4. 


12. In order to ensure that Grace HDFC would fulfill 


the state's purpose of providing low and moderate income housing 


Grace HDFC was required, prior to receiving title to the proper- 


ty, to enter into an agreement with HDA, a certified copy of 
which is annexed as Exhibit 1, whereby Grace HDFC agreed: to 


certain regulations by the City of New York and the City -greed 


to provide certain subsidies to Grace HDFC. Included in the 


agreement is the following, among other things: 


lige 


e 


a) The property is in the Central 
Brooklyn Community Development 

Plan Area, a duly designated Urban 
Renewal Area, and constitutes Model 
Cities Vest Pocket Houses Site 32 
(Sth and 6th "Whereas" Fact Sheet). 


b) The entire parcel, consisting of 
21 lots, is acquired by the City 

and cleared and the tenants relo- 
cated by the City, and is to be sold 
to Grace HDFC for $84,000 (7th,llth 
and 12th "Whereas"; paragraphs. 101 - 
103(A) inclusive). 


c) All construction plans are subject 
to approval by HDA, and the property 
may not be transferred without approval 
of HDA (8th "Whereas"; paragraphs 201, 
202, 203(a) (last paragraph) 205(c), 
403 - 408 inclusive, and 503). 


d) HDA must approve the by-laws of 
Grace HDFC and must be notifie? of 
all changes in the composition of the 
Board of Directors or in management 
(paragraph 403 Fs 


é€) A plan is established to work 
towards a goal of conversion of the 
property to cooperative ownership, 
which Grace HDFC shall do if HDA so 
determines (Article III, Addendum). 


£f) HDA sets up cer’ sin requirements 
for tenants and certain priorities 
for tenant selection which Grace HDFC 
is obligated to follow, including the 
right to review all applications by 
commercial tenants (paragraph 409 (a) 
(b) and (c) and 500). 


g) An income limit is established 

by HDA, in addition to the limits es- 
tablished by iHA, and tenants exceeding 
this are required to pay a surcharge, 
according co a schedule, to be remitted 
by Grace HDFC directly to the City (para- 
graph 409(c)). 


h) Grace HDFC agrees that any con- 
struction contract shall contain an 
affirmative plan for hiring minority 
workers, and agrees not to discriminate 
in any way in employment or renting 
(paragraphs 301-305 inclusive; 500, 

504 (b) and (c); 505(c)(1)). 


i) If Grace HDFC fails to construct 
the project in accordance with the 
agreement, Grace HDFC agrees to return 
title to the property to t.e City at 
its‘ request, but the City shall never- 
theless. restrict use of the property 
in accordance with the Agreement (para- 
grzoh 502). 
j) An exemption from real estate taxes 
is given, with certain exceptions, for 
a period of 40 years (paragraph 402). 
-k) The entire agreement is a statement 
of puvlic purpose and the public is an 
intended beneficiary (paragraphs 505 (B) 
and (C) (3)). 
13. Said Agreement is expressly incorporated as a 
term of the deed granting title to Grace HDFC (P.3 paragraph 2), 
and much of the substance thereof is repeated in t!e need and 
the Resolution of the Board of Estimate annexed thexeto (Cal. 
No. 11 of August 20, 1970), including the public purpose and 
nature of the undertaking. (See Resolution, paragraph 5.) A 
certified copy of the deed and resolution is annexed as 
Exhibit 2. 
14. Pursuant to this agreement HDA regulates or moni- 
tors aspects of its operation of Grace Towers, including 


inter alia the incomes of tenants and the methods and priorities 


for selecting tenants. 


15. The City of New York gives Grace Towers an 


abatement of real estate taxes over the entire life of the 
mortgage. 

16. On information and belief, Grace HDFC has been 
the recipient of additional subsidies from the City, including 
land acquisition and clearance, through use of the condemnation 


power and "wiitedown", and various planning costs, through 
the Model Cities Administration and HDA 

17. Ali of the foregoing constitutes action of the 
state in order to achieve the state's purpose of providing 
low-cost housing for lower-income persons, whereby the action 
of Grace HDFC constitute "state action" within the meanin.; of 
the 14th Amendment to t’.2 Constitution of the United States. 

18. In addit. , Grace HDFC receives a subsidy of 
its mortgage on Grace Towers from the Federal Housing Adminis- 
tration (FHA) pursuant to Section 221 (d)(3) of the National 
Housing Act, vrexeby the life of the mortgage is 40 years, and 
the rate of interest paid by Grace HDFC is 38, the difference 
between that rate and the market rate being paid to the mort- 
gagee by FHA. FHA is a constituent agency of HUD, and De- 
fendant Lynn is ultimately responsible for its acts. 

19. In return for the foregoing, Grace HDFC is 
sovnbeb to and did enter into a regulatory agreement with the 
Secretary of HUD, acting through the Commissioner of FHA, 


pursuant to which, inter alia, FHA must approve the form of 


lease ened by Grace HDFC and any schedule of rents before the 
Same may legally be put into effect in Grace Towers. Grace 
HDFC is also required to certify to FHA the services provided 
to tenants, and is required to maintain such services in order 
to obtain approval of any increase. A certified copy of the 
-regulatory agreement is annexed as Exhibit 3. 

20. FHA also pays to Grace HDFC, pursuant to other 
sections of the National Housing Act, a rent supplement for 
certain tenants, upon application for the same by Grace HDFC. 

E. CLASS ACTION ALLEGATIONS 

21. Named plaintiffs bring this action pursuant to 
Rules 23(a) and 23(b)(1)(B) and (b) (2), r.R.C.P., on behalf of 
themselves and all others simi’arly situated, namely, all resi- 
dential tenants of Grace Towers subject to a rent increase on 
October 1, 1974. 

22. The class, upon information ‘ne belief, consists 
of approximately 167 families, and is so numerous as to make i+ 
impracticable for each member to appear individually herein. 
There are pertinent questions of law and fact common to the 
entire class. 

23. The claims of named plaintiffs are typical of the 
claim of the class, and determination of their claims would be 
dispositive of the interests of the other members not parties to 
the litigation. The defendants have acted on grounds generally 
applicable to the class, thereby makings appropriate final 


injunctive and declaratory relief with respect to the class. 


- 


F. FACTS 


24. Grace HDFC owns and operates Grace Towers, a 


’ two-building subsidized development wherein plaintiffs reside. 


On or about May , 1974, Grace HDFC requested permission of 
the Peterad Housing Administration (FHA), an agency of HUD, 

to: raise the rents at Grace Towers. Such permission is re- 
quired by the terms of a Nedetatnwn Agreement between Grace 
Towers and FHA. 

25. On or about August , 1974, FHA approved the 
application for an increase, to be effective October L, 1974. 

26. At no time were the tenants notified of the 
application or given an opportunity to comment thereon. The 
first notification was a letter to each tenant, on or about 
August 27, 1974, telling the tenant that an increase was already 
approved to take effect October 1, 1974, and the amount of his 
or her individual increase. , 

27. Thereafter legal counsel for the Association 
approached the Loan Management Section of FHA, requested all 
material submitted by the owner to FHA in application for the 
increase, requested an opportunity for the tenants and their 
legal and accounting consulta’:ts to submit and have considered 
by FHA material in opposition to the increase and to have a 
written determination by FHA on the increase with supporting 
reasons. 3 : 

28. In response to this request, George Brown; 


Acting Loan Management Director, had a meeting with a delegation 


from the Association on September 20, 1974, at which he promised 
to supply all materials submitted by the owner to HUD in support 
of its application for an increase. Brown rejected the other 
requests. Exchange of correspondence is annexed as Exhibit 5. 
29. Certain owner application material was received 
from Mr. Brown's office on September 23, 1974 and submitted to 
this Association's accountants for examination, analysis and 
an opinion as to whether this hiresetton supported a 23% 
increase. A copy is annexed =s Exhibit 6. 

30, The accornting firm, Hoffberg, Oberfest & Burger, 
(Plaintiffs' accountants), 888 Seventh Avenue, New York City, 
found that the material was insufficient for it to render ai 
opinion as to the validity of the basis for the increase. 

(See affidavit of Stanley Berger annexed as Exhibit:7.) 

31 FHA refused a request by the Senanke Association 
to delay the effective date of the increase to receive and 
consider , prior to permitting it to become effective, tenant 
material in opposition to the increase, and to revise the 
Department's position with respect to the increase if warranted 
by tenants' material. 

FIRST CAUSE OF ACTION 

32. The failure of the FHA to notify the plaintiffs 
of the application for an increase, and to give them an oppor- 
tunity to examine it and the written response thereto, prior to 


approval, denied plaintiffs the due process of law. 


SECOND CAUSE OF ACTION 
33. The application for increase failed to comply 
with FHA regulations, and its approval was therefore contrary 
to the National Housing Act 42 U.S.C. §1401 et seq (the Act) 
snk Sheadet inns established thereunder. 
THIRD CAUSE OF ACTION 
34. The application failed to allege facts sufficient 
to warrant an increase and omitted other facts required to 
establish the need for same, for which reason the approval by 
FHA was arbitrary and capricious and constituted a deprivation of 
plaintiffs' property without due process of law, and was pane 
trary to the Act and Regulations. 
FOURTH CAUSE OF ACTION 
35. On information and belief, Grace HDFC failed oe 
report in its application to FHA certain income received by it 
from Grace Towers, for which reason the application was incom- 
plete and its approval by FHA was contrary to the Act and 
Regulations, and was in violation of a regulatory agreement, 
FIFTH CAUSE OF ACTION 
36. The plaintiffs are not receiving services required 
to be provided prior to approval of any increase, for which 
reason the increase is contrary to. the Act. 


SIXTH CAUSE OF ACTION 
San Rh ec Sch 


37. Defendants Grace HDFC, Underwood and Evans did ° 


not submit and Defendant HUD did not approve the standard lease 
in use at Grace Towers, for which reason the increase is con- 


trary to the Act and Regulations. 


-10- 


NO REMEDY AT LAW 


38. In all of the foregoing causes of action, plain- 
iffs are without an adequate remedy at law, for which reason 
injunctive and declaratory relief is sought herein. 

WHEREFORE, plaintiffs pray that this Court: 

1. Enter an order determining that this action may 
roperly proceed as a class action pursuant to Rules 23(a), 

3(b) (1) (B) and (b) (2); 

2. Enter a declaratory judgment that de “endants' 
increases or approval of increases of plaintiffs' rents, and sum- 
ary proceedings in state court for non-payment of rent based 
pn such increases, violate the Constitutuion and Laws of the 
United States, and Executive Orders and regulations duly prom- 
lgated thereunder, in that defendants have failed to provide 
Plaintiffs with written notice that a rent increase was being 
sought and failed to provide for opportunity to review all ma- 
terials supporting the request for the increases; and to submit 

jmmaterial in opposition thereto and a decision based upon such ma- 
terial; and mandate defendant Lynn to withdraw approval granted in 
August, 1974 of the rent increase to take effect October 1, 1974 
upon the same grcunds and on further grounds that the material 
submitted did not warrant an increase, and that there is further 
information, which defendants Grace HDFC, Underwood and Evans 
Should have but failed to submit which shows that the increase was 


ot warranted, and that there are irregularities of operation and 


lack of services which must be corrected prior to approval of 


any increase. 


3. Preliminary anc rma"ently enjoin defendants from 
increasing plaintiffs' rents or commencing or prosecuting summary 
proceedings in state court for non-payment of rer*, based on such 
increases upon the foregoing grounds, without providing plaintiffs, 
prior to approval of the increase, with notice that an increase 
is being sought, and opportunity to review all materials supporting 
the request for increase and to submit material in opposition 
thereto, and making a decision based thereon, upon the grounds 
that failure to provide such rights violates the Constitution and 


Laws of the United States and Executive Orders and regulations duly 


ljpromulgated thereunder. 


4. Direct .e*endants to pay plaintiffs' costs, disburse- 
ments .and counsel fees herein, and granting such other and further 


relief as the Court may deem just, proper and equitable. 


Cok lA 


ROTHSCHILD 
BROOKLYN LEGAL SERVICES CORP. 
503 Pennsylvania Avenue 
Brooklyn, New York 11207 
Tel: 385-4045 
Attorney for Plaintiffs 


DATED: Brooklyn, New York 


December 5 . 1974 


he ae SS os og oe 


STATE OF NEW YORK) 
) ss.: 
CGUNTY OF KINGS ) 


ELIZABETH BOONE, being duly sworn, deposes and says: 

That deponent is Secretary of plaintiff Grace Towers 
Tenants Association and one of the named plaintiffs in the within 
action; that deponent has read the foregoing complaint and knows 
the contents therec*; that the same is true to deponent's own 
knowledge, except as to the matters therein stated to be alleged 
on information and belief, and that as to those matters deponent 


believes it to be true. 


ak Lew A MLL yes ZARS 
ELIZABETH BOONE 


this 3rd. day of Vecember, 1974 


Sworn to before me 


Notary Public~ 


IRSCIRSIA QUINONES 
Notary Pudlic, State of New York 
No. 24-45-1973 
Qualificd in Kings County 
Commission Expires March 30, 197 


ITED STATES DISTRICT COURT 


Vite 


LASTERN DISTRICT OF NEW YORK 


CE 
alee AFFIDAVIT 
Plaintiffs, 
-against- 


GRACE HOUSING DEVELOPMENT FUND | 


oS. iC. StCs, @¢ Ale, 
Defendants. 
-- oo ew we een en wee we ee en eee x 


THOMAS HN. ROTHSCHILD, being duly sworn deposes and says: 
} I am the attorney for Plaintiffs herein and make 
this affidavit in reply to the affidavit of SHELDON OSTRO as 
recirds the qnestion ofadequacy of representation of the proposed 
class cy our office. 

2. Brooklyn Legal Services Corporation A, by which I am 
empleyed, 4s incorporated for the purpose of rendering free legal 
assistance to poor persons. In doing so, however, it is not 


, 


required that every individual or member of a group represented by 


it be poor. When an attorney-ciient relationship is established, 


as here, it would not be proper for the court to.inquire into the 


terms, any more than the court could question the abilicy to pay 
. of a person who has retained private counsel. Any other conclusio 
would lead to intolerable interference in our relationships with 


our clients, and put this court in the position of supervising our 


client representation and operation, which is not the role of this 


€ court. 


3. As a menber of the Bar of this Court, I am certainly 
entitled to represent all members of the class in this case. 

4. Brooklyn Legal Services Corporation A furthermore, i 
affirmatively reyuired to represent groups, organizations and 
classes of persons, some of whose members may be beyond our 
inlividual representation criteria, in appropriate circumstances. 
The, standards for this representation are contained in the attache 
exhibit. The exhibit is a condition to the grant of federal monie 
which presently constitute our sole operating funds, which conditi 
actually requiresjus to engage in representation such as will be 
require” in the instant case. Accordingly, Defendant's objections 
are without substance. 

5. In any event, any tenant who wishes to do so may 
withdraw from the class, or may appear by his own attorney, 
thereby protecting whatever personal considerations he or she 
may have. 

WHEREFORE, deponent requests that plaintifis be permitte 


to prosecute the within action as a class action. 


THOMAS N. ROTHSCHILD 
Sworn to before me this 


%th day of December, 1974 
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The basic objective of Vegal Services programs is ‘effective ae 


. representation of the legal interests of the ace through advice,, planaing, 


engotiation, advocacy, Litigation and-such oth iethods as are used by 
attorneys jn privete practice on behalf of individvials , groups and tear 
entities. : . es ptret aes ) res os -e r 
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. Unlike private attorneys, however Legal Services lawyers must operate 
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in poverty", vader Seetion 222(2)(3) of the Leonoric Hppoxtuni ty het off , 
1964, as anondcd . With the groving tendency in many jmpoveri shed ' 
communitics to severally present crucial issucs sand ‘to rely on group 
efforts: in the area of economic development, & rational basis for deesding ‘ 
vhether®representation ¢ can be undertaken mise bond considered. ee tosie iy 
guidelines are to ube utiljzed in deciding whether groups and entities 5 


if 
4 financially qualify for representation by Legel services attorneys: Pe J 
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1 is sometimes uncble to 
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3. Non-profit cor: tions or _coonerstives are, eligible without 


reference to the cconunice Status of its members if 


a. the corporation or cooperative docs not 


e t have sufficient 
as ‘ ability to borrow ready assets or expected income available to psy for 
a private representat and 
—— ‘ 
f 
} / 
b. poor people predominate as members of the ¢ 1 or 
cooperative and its primary goal is to alleviate significant pc 
: problems, oF 
a Seti te. assertion of the particular legal principle at issue bears 
-* substantial significance to the achievement of justice for poor people 


generclly. . 


| 4. A profit-making entity shall be eligible if 


- 2 


. a. it does not have the asscts, expected earnings 
; A abjlity to Hire a private attorney, as shown by the refusals of tvo private 
attorneys to take the case; and 


"i . b. ‘the owners of the entity as a group do not have and cannot 
obtain the financial resources to hire a private attormey. 
3 : 


ei ae agscssing whether to represent profitencking entities, the social 
desirability or lack thereos shall be jrrevelent. 


t . ; . . . . 
. No derivative suits for damages Will be handjcd by any Legal Services 
: ; 
office. ‘ 


. , nf Should the ecenemic circumstances of any group or corporation 
change suffdciently to disqualify the client if an application vere se 


“being made, three attempe -o refer the matter to the private Lar 
be made, If such at unsuccessful, but the primary purp 

the group or corpération is tae rhckighiawigiens of si stantial cue ol 
the poor, a Legal Services attorney may continue to represent, 
cand coun al said entity on matters Thich arose during. the period when the 
‘elient”™ could qualify for representation, but shall not: undertgke nev maceers. 
The following qualifications shall apply to changes in economic status. 


advise 


me a.. The change in status must be mere than merely transitory. 
eww, 
> # 48 me 
me b. Where litigation has been filed, a J sigpe aption will Tie 


that a change of attorney We ould jeopardize the client's osition in “the 


‘matter. The case will be cenpleted by the pr ly at 
+ «in which it is in process uncil it is reasonably certs 
that a change of attorneys will not prejudice the cliont. 
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UNITED STAT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANT 
Ot Bki. 


TS DISTRICT COURT 


' ASSOCIATION, 


WM 


Plaintiffs, 
~against- 


GRACE HOUSING DEVELOPMENT FUND CO., 
et al., 


Defendants. 


PLAINTIFFS' MEMORANDUM OF LAW 


THOMAS N. ROTHSCHILD, ESQ. 
Attorney for Plaintiffs 

East New York Legal Services 
Brooklyn Legal Services Corp. 
503 Pennsylvania Avenue 
Brooklyn, New York 11207 
Telephone: 385-4045 


On the Bricf: 


Thomas N. Rothschild , 
Igou M. Allbray 


‘UNITED STATES DISTRI 
i,EASTERN DISTRICT OF NEW YORK 
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1GRACE TOWERS TENANTS ASSOCIATION, et al., 


} 
H Plaintiffs, 
-against- ; 


GRACE HOUSING DEVELOPMENT FUND 
ico., INC., et al., 

i Defendarts. 
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MEMORANDUM OF LAW 


f 
i 
! 
' 


THOMAS N. ROTHSCHILD 

‘YEAST NEW YORK LEGAL SERVICES 
503 Pennsylvania Avenue 
Brooklyn, New York 11207 


| 
| 


yON THE BRIEF 
i; THOMAS N. ROTHSCHILD 
:LGOU M. ALLBRAY, Law Clerk 


; . PRELIMINARY STATEMENT T 


This is a class action brought by and on behalf cf 
| | 
tenants and their tenant association in a subsidized housing © 


| project owned and operated by the first defendants. The 
| plaintiffs challenge a rent increase intended to go into 
teftect October 1, 1974, on the grounds that first, the pro- 
cedures used by FHA, the agent of the Secretary for this 


q 


|purpose, in granting required approval for the increase 


\denied plaintiffs a constitutional and statutory right to be 
heard; second, that the increase «as not justified by the | 
[material submitted by the first defendants to FHA and third, 
‘see FHA should have denied the increase based on a lack of 
lrequired services, irregularities of operation of tie eae 
‘and additional information which defendants failed to supply 

: ; ae, 
STATEMENT OF THE CASE | 
: The plaintiffs in this action are the Grace Towers 
Tenants Association, an unincorporated association composed 
bof tenants of Grace Towers, and Bennie Mason and Elizabeth 
‘Boone, who ar: te. ants of Grace Towers and respectively the | 
‘President and Secretary of the Association. The purpose of 
‘the Association is to provice a vehicle for dealing with 
tenants! common concerns ani interests with respect to the 


; ‘performance of duties and exercise of ome by the owner and 


“by the tenants. 


sg was insufficient for it to render an opinion as to 
the validity of the basis for the increase. (See affidavit 

Loe Stanley Burger annexed _*, «to the complaint as 

i; Exhibit 7.) 

HUD, acting through George Brown of the FHA Loan 
‘pious Department, refused a request by the tenants 
Peete to delay the effective date of the increase to 

receive and to consider, prior to permitting it to become 
effective, tenant materia in opposition to the increase, 


io revise the Department's position with respect to the 


increase if warranted by tenants', material. 


) 

POINT I 
| THIS COURT HAS JURISDICTION 
| TO SECURE PLAINTIFFS' RIGHTS 
| 


This action was then commenced by plaintiffs. 


TO DUE PROCESS OF LAW. 
Jurisdiction of the court is invoked primarily 


under 28 U.S.C. §§1343 and 1361, and also under the Declara- 


| 
‘ee Judgment Act, 28 U.S.C. §§2201,2202. The Court has 


i jurisdiction over Grace "!DFC, Underwooc and Evans under §1343, 
H 3 
which confers jurisdiction in actions for relief against 


' 
4 


i violations of 42 U.S.C. §1983, regarding acts which deprive 
| 


pi sintif£s of constitutionally protected rights. This 
{' 


|reacnes any situation where the defendant's acts may be 


‘characterized as "state action." Jurisdiction over the 
{i : 
"Secretary of H.U.D. is based on 28 U.S.C.§1361, which allows 
{| . .- . “* S ose . . 


\ 
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‘an action to compel a federal officer to perform a duty. In 


addition jurisdiction is invoked under 5 U.S.C. §§701 and 


| 202 in that plaintiffs, as persons adversely affected by HUD 


‘action pursuant to 12 U.S.C. -§1715 i(d) (3)are entitled to 
I 
judicial review. 


)A- The Acts. of Defendants Grace HDFC, Underwood and Evans 
in Increasing Plaintiffs Rents Constitute State Action. 


| i The Grace HDFC housing project was duilt in the 
Central Brooklyn Community Plan Area, a federally aided urban 
renewal area in Brooklyn, New York. Large contributions were 
rnade by the federal government and the City to the project 
"before construction began. Federal urban renewal funds were 
‘used to underwrite the cost of land acquisition. The iand 
for the project was acquired by the City through its power 

Loe eminent rience: The City was fkttenveliy involved from the » 
[very beginning in the site ‘clearance, construction and oper- 
|ation of the project, pursuant to the ncinisun wee on 


‘ 
aes eat 20, 1970 and recorded with the deed. Every aspect of 


‘the construction was covered by the agreement, including 


i 


. detailed plans and construction schedule. The aforesaid 


‘agreement made pursuant to law provides for extensive .super- 


ert op + 


‘name by New York City's Housing Development Administration 


. (HDA) of the organisation, planning, development, maintenance 


“and operation of defendant. 


Pursuant to the regulatory agreement between HUD 
yn the other defendants, defendants are also subject to 
extensive limitations on rental agreements (as to amount of 


, increases, income levels), admissions priorities, and 


SS BT ae re nce a 


— — 


ititle transfer. See deed. Article V. 


Grace HDFC is rized aaa: to Article ll of 


}the New York Private Housing Finance Law. as a non- profit 


corporation. The corporate purpose is specific, the certifi-| 
cate of incorporation providing that the company was "organ- 
lized exclusively to as fil on a non- profit basis, a housing 

I project for persons of low "income." (Certificate, Par. II.) 
| Defendants Underwood and Evans are, ReayN ati ate, 
ie president and managing agent of Grace HDFC, who were 
prespeneipie for preparing the application for increase and 


transmitting it to FHA. 


a 


, 


| 
| 
| Where there.exists this kind of "web of state 
| 


jinvolvement spun by the state", Male v. Crossroads Associate, ~ 
nc., 469 F2d 616, 622 (2d Cir. ,1972), the acts of the rousing’ 

" company constitute state action, over which the federal 

‘courts ave jurisdiction to ensure that the tenants are pro- 


,vided with due process of law. 


In Burr v. Nex Rochelle Municipal Housing Author-_ 
ee 479 F2d. 1165 (2d Cir. 1973), the Cirzuit Court, held that | 


aha acts of a bonne housing Bis ala in seeking rent 
i . 
i! ™ | 
i : 
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ee 


increases, constituted state action vesting jurisdiction in 
the court. The court went on to hold that due process 
‘required provision for procedures similar to those sought 

in this case. In its most recent consideration of rights 

of tenants in subsidized housing, Lopez v. Henry Phipps 
Plaza South, Inc., 498 F2d 937 (2d Cir. 1974), the Court 
held that a private housing prcject that had been originated 


er city officials as a federally subsidized urban renewal 


‘project and that was continuously involved and “governed 


(by a phalanx of state and federal regulation," was "subject 


| 
| to the same due process requirements with respect to eviction 


1 


that apply to a municipal housing authority", id. at 942. 


We leave open," the Court continues, "what if 
ger things due process requires with respect to rent increases 
lin a roject like this." Ibid. (Emphasis supplied) | 
Nonetheless, the Lc .ez Court expressly states that » 
Bi federal assistance is conditioned upon state action or 
where project supervision is vested in a state or municipal 
tagency, state action is created. Ibid., note 2. | 


| All of these cases, considered together, establish 


f 


"the criteria in this Circuit for determining when a subsi- 


m . . . : ; 
laizea housing development is acting under color of state law. 


| 
I 
‘mental involvement in the planning, construction, rental and 
‘ ave 


| 
ihese criteria include the amount of state and local govern- 


| 


| : 
| 
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| 
ongoing regulation of the project. Extensive state involve- 


ment results in state action, while mere acceptance of fed- 


! : 
eral subsidies dues not. | 
Thus, where government involvement in the fi- 


nancing and operation of a housing development is pervasive, 
as has been shown in the instant case, its acts are under i 


color of state law and within the jurisdiction of this Court. 


B. Plaintiffs are Entitled to Judicial Review Pursuant 
to 5 U.S.C. §§701, 702 (Administrative Procedure Act). 


This Court has jurisdiction to hear plaintiffs 
iy parties aggrieved by the Secretary's failure to grant them 
apeelaniee and substantive due process with respect to the 
{rent increase in this project approved by him, and as x ieietbtl 
aggrieved by the decision itself. 

The plaintiffs, as tenants of this project, are | 
the intended beneficiaries of the statutory scheme, and their» 


\ 


aterests are within the zone of interests protected by : 
§221(d) (3) of the National Housing Act, 12 U.S.C. §1715 1 (a). 
(3), as is discussed more fully in Point III-B infra. 

For this reason, they are entitled to judicial 
review of the Secretary's Ankacibbaks on in accordance with 
the Administrative Procedure Act, 5 U.S.C. §§701,702. | 
Marshall v. Lynn, 497 F.2d 643, 645 (B.C. Cif: 1973), Thomp- 


'son_v. Washington, 497 F.2d 626, 632 (D.C. Cir. 1973), 
Ass'n of Data Processing Service Organizations v. Camp, 397 


U.S.-150 (1970); cf. 24 C.F.R. §410 as amended. 
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ee subject to due process. See Marshall v. Lynn, supra, 


C. This Court has Jurisdiction to Compel 
Defendant Lynn to Perform a Constituional and Statutory Duty. 


In the instant case, defendants sought and received 
{an approval of a rent increase from defendant Lynn, acting | 
through the Federal Housing Administration (FHA), a component 


part of the United States Department of Housing and Urban 


Development (HUD). This approval constitutes governmental 


497 F.2d. 643, 647 n.12, sharply rejecting the analysis in i 
Langevin v. Chenango Court, tee. 447 F.2d 296, 301 (2d Cir. — 
1971) of the non-governmental action nature of HUD's ices 
of the increase. According to Marshall, government pene ge 


is government action. See also Langevin , supra, at 304 


(Oakes, Cir. J., dissenting); The majority's distiiction, 


critical to its holding, that HUD merely allowed the increase 


but did not make it is "a distinction without a difference," ! 
that could not properly negate the government's ultimate | 
responsibility for the effectuation.of the increase. | 
It follows that plaintiffs' claim to an oppor- i 
tunity to be heard by HUD with respect to the increase is 
"an action in the nature of mandamus to compel an officer or 
employee of the United States or any agency thereof to per- 
|form a duty" owed to a party aggrieved by its acts or : 
nonnacts. 28 U.S.C. §1361. The court therefore has juris- 


‘diction to proceed in.this'case, as conferred by thai: statute. 


s [i ae | 
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See Langevin, supra at 300 and Hahn v. Gottlieb, 430 F.2d 
1243, 1245 n.1l (lst Cir. 1970) (jurisdiction exists under | 
§1361 for §221(d) (3) tenants seeking a hearing prior to rent | 
increases). 

As is shown in Point IV infra, HUD's decision was 
improper and erroneous, because it was based on data which | 


was insufficient to justify the decision,’ and which was also 


| 


to a rent increase which constitutes a substatial deprivation | 


incomplete. Because of this, plaintiffs are being subjected 


of their proper.y rights. This Court should therefore ex- 


' 
ercise its jurisdiction in this case to overturn the approval 


of increase by HUD. 


POINT II 


PLAINTIFFS SHOULD PROCEED AS 
REPRESENTATIVES OF A CLASS OF 
PERSONS SIMILARLY SITUTATED. 


Plaintiffs, all tenants of Grace Housing Develop- 
ment Co., Inc., (Grace HDFC), seek declaratory and Lietenekion: 
relief on behalf of themselves and others similarly situated 
ito redress defendants' fet tew ie give tenants notice and an | 


opportunity to be heard before application for or approval 

of a general rental increase. This constitutes a deprivation 
of rights equally guaranteed to all tenants by the consti-~ 
bape and laws of the United States and regulations there- 
ee 

3 


| ~) 
| . M , 
° . 


}Escalera v. N.Y.C.H.A., 425 F.2d 853 (2d Cir. 1970), cert. 


With respect to Rule 23(a) (1), the class is so 


Class actions have been generally granted in cases 
involving tenants due process rights prior to rent increases 
in publicly subsidized housing. Burr v. New Rochelle 


Municipal Housing Authority, 479 F.2d 1165 (2d Cir. 1973); 
Marshall v. Lynn, 497 F.2d 643 (D.C. Cir. 1973). See also, 


pant ih LEE EI hb nth } 
den., 401 U.S. 994 (1971). In the present instance the | 
plaintiffs meet the requirements of Rule 23, and a class 
action is appropriate. 

A. Plaintiffs Meet All Requirements of Rule 23(a). 

numerous that joinder of all members is clearly impracticable. 


There are 167 tenants in Grace Towers who will be affected 


by the rent increase. This is an unwieldy number to join 


in one actéon. The absence of a class action might result in 
parties being added throughout the course of litigation. Not 
only would this be burdensome on the Court's time but the 

costs to the public of plaintiffs’ and HUD's counsel, both ; 
Supported by tax derived funds would be increased by the 
raising of unnecessary procedural issues, or even in the : 
ibringing of new actions for other plaintiffs on the same 
grounds. Weinstein, The Class Action is Not Abusive, N.Y.L. | 


Jour. May 1, 1972, p. 1. : | 


All the significant questions of law and fact in 


ante seni 


this case are common to the entire class, as required by | 


Rule 23(a)(2). This case challenges the procedures followed 


by defendants in applying for and approving a general rent | 
increase in Grace Towers, and the substantive determination 

reached, resulting in a 23% across-the-board increase. | 
prensa meer pe members-of the plaintiff class might have to. 


pay individually differing amounts of rent increases, never- 


jtheless, they are all in exactly the same position ‘as regards — 
the facts concerning the application, its contents, and its 


‘approval. Likewise, the same legal theories apply in each 


Situation. See cases cited supra p.12. | 
Plaintiffs claims as representative parties are 


typical of the claims of the class as required by F.R.C.P. 
| 


typical of.the class, their interests must be co-extensive 
‘with, iia with and not antagonistic to those of class 


members represented. 1 Moore's Manual, Federal Practice and 
‘ 


| 

} 

| 

|23 fan {3) a) (3). For the claims of the representative parties to be 
| 

| 

| 

ee § 14.07 (1973). *: 


/ , . ‘ 
In the instant case, ,the named plaintiffs are in 


‘every respect fully representative of the class. They, like 


| 
me members of the proposal class, are tenants of Grace Towers 
oi are lower income individuals or families. Their claims 
we typical of all the other members of the class. See 


‘discussion of Rule 23(a) (2), supra. 


F.R.C.P. 23 (a) (4) requires that "the representa- 


tive parties will fairly and adequately protect the interests © 


of the class." In the present instance, the named plaintiffs 


have common stakes in the outcome of this suit with other 


named plaintiffs and of all other tenants are virtually 


identical, and because of the serious effect of this steep 


class members. As already pointed out, the interests of , | 


rent increase herein on these lower income families, the 
named plaintiffs can be relied on to vigorously pursue this | 
action to its fullest extent to protect their common ‘ioucsaeaal 
B. A Class Action Should be Maintained Herein Pursuant to 
F.R.C.P. 23(b) (1) (B) or 23(b) (2). 

Rule 23(b)(2) is intended to permit class actions, 
particularly in ei civil rights field, where injunctive or 
'declaratory is sought. Advisory Not:, 39 F.R.D. 98, 102 
(1966). A class action is appropriate herein based on that 
Rule, in that defendants' conduct in imposing a rental in- 
crease without prior due process will affect the civil rights — 
of all members of the class as discussed above, "thereby 
making appropriate final injunctive relief or corresponding 
ideclaratory relief with respect to the class as a whole." 
Advisory Committee Note, supra, at 102. Additionally, review. 
of FHA action by this Court would, if plaintiffs’ claims are 
upheld, result in mandatory on similar injunctive relief 


llreversing the agency action both on procedural due process» 


/ 


‘cemented Mees 


grounds and on the ground that the application substantively 
fails to warrant approval of an increase, 

The class is also appropriate under Rule 23(1) (B), 
eee in that separate actions may substantially harm the 


ability of non-parties to protect their interests since the 


pare of the litigetion may well dispose of their cases 


jon the basis ‘of Stare decisis. 1 Moore's Manual §14.07 {2]. 
Ic1ass members should have the Opportunity to have their in- 
Seeneske directly represented. | 

Plaintiffs have met, in all respects, the recmire- 
|ments Of. F.R.C.P. 23(a). In addition, they come within the 


{ 
situations described in Rule 23(b) (1) (B) ana 23(b) (2) in 


which class actions are appropriate. The Court should there- 


iBurr v. Néw Rochelle Municipal Housing Authority; Marshall v. 
Seen ng, NO rity; Marshall v 


Lynn; Escalera v. N.Y.C.H.A., all supra. 
y Bscalera v. N.Y.C.H.A. supra 


DEFENDANTS FAILURE TO GRANT 
PLAINTIFFS DUE PROCESS OF 
LAW INVALIDATES THE RENT 
‘INCREASE. 


iA. Plaintiffs have Property Interests Protected By 
P . 


' 
POINT III * 
| 
| rocedural Due Process. 


Plaintiffs have property rights in protection of 


which the District Court should grant injunctive relief, 
i! 


er direct that this action be maintained as a class action. 
| 
' 
| 
' 
i 
| 


——— —ooooOooee ee 
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| Burr v. New Rochelle Housing Authority, 479 F.2d 1165 (2d Cir. | 


1973) [involving an "“acros:-the-board” 10% rent increase 


(characterized as a "service charge" by that Auth rity) to 
tenants in a municipal housing project). 

In the instant case, one of the property rights at 
i stake are rights to monies plaintiffs must pay in additional 
rent charges incurred cae result of a HUD approved and 
Grace HDFC initiated rent increase. This property right 
is substantial in size, representing an increase of 23% 
eS current rents. 

The proposition that dinetary property ‘s entitled 


j to protection under the Civil Rights Act, 42 U.S.C. §1983 


was specifically sustained in Lynch v. Household Finance 


ERIE U.S. 538, 542-545 (1972) involving a state 


garnishment statute where the debtor successfully challenged 

a levy by Connitchites Sheriffs on her savings account and 

garnishment of it by creditors, axine to notice or opportini- 

ty to be heard, a process then permitted under Connecticut 

| law. / 

| The property rights axe substantial in size, al- 

j though the size of. the property loss is not dispositive of 

| the issue of tenants’ rights to due process. Burr, supra at 
Twenty-three per cent of 

current rent represents a large portion of plaintiffs’ 

incomes. Plaintiffs nave low or moderate incomes with a 


substantial number in receipt of supplemental welfare or 


eee ee e. 


-~16- 


or full welfare assistance. These increases could well 


result in forcing families to reduce their [cod budgets so 
as to be able to pay rent, or even result in their eviction 
because of inability to pay the rent. 

Additionally, Grace HDFC, under New York law, is 
entitled to enforce the decision permitting an increase by 
means of summary proceedings for possession of apartmcuts of 
those who do not pay the increase.* This would result in 
the loss of even more valuable property rights in the tenant's 


‘apartment. See Langevin v. Chenango Court, Inc., supra, 447 


Rochelle Munic. Hsg. Auth. , supra, 479 F.2d 1165, 1168; 


lr. 2d 296, 305 (Oakes, J., dissenting), are cf. Burr v. New | 

<2 SS j 
| i 
|Rochelle Mui 


Escalera v. N.Y.C.H.A., supra, 425 F.2d 853, 864. 

Plaintiffs also have additional prope:-‘y rights in 
Grace Towers. As discussed in Point I, plaintiffs have the 
right to elect to convert Grace Towers into a tenant cooper- 
ative. This property interest would be terminated if a 
tenant were forced to move or were evicted for inability or 
failure to pay the increase. : 
| Defendant Grace HDFC, through an agreemert with 
HDA has committed itself to a conversion of the non-profit 
corporate entity into a cooperative. The agreement provides 


———— Eran nee OE ae 


\® It should be noted that in view of the size of the in- 
creases 23%, and the low and moderate iacomes of the tenants, , 
thee possibility is not at all remote. 


mn ee mere rm re 


’ 


vom within six (1%) months of initial occupancy it would 


move towards this goal, that it would, on renting up the 
building notify each tenant of this commitment.* (See 
Exhibit 1, Agreement with HDA Addendum to Article III.) 
Present tenants clearly are intended to be the 
ultimate owners of this development and now have a legaily 
enforcible right as third party donee beneficiaries under 
ton agreement between Grace HDFC and HDA to elect cooperati ’e 
ownership of G. ..«; Towers. Greenberg v. N.Y., 152 Misc. 488, , 
274 N.Y.S. 4 (S. Ct. N.Y¥.Co. 1934), holding rules of law 
| regarding municipal contracts are not different fr~ 
Siliies contracts; Corbin on Contracts §775 


conveyance of land is a property interest). 


Since plaintiffs have sig..ificant property interests 


| 


affected by the rent increase, the court should determine 
that plaintiffs are entitled to procedural due process to 
protect these rights. ‘ 


B. Plaintiffs, as primary beneficiaries of §221(d) (3) of the 
National Housing Act, are entitled to procedural due process 
with respect to rent increases. 

The rights of tenants in housing projects subsi- 
dized pursuant to §221 id) (3) of the National Housing Act, 


142 U.S.C. §1715 1 (a) (3), to due process prior to rent 


¥ In fact, defendants have not to date taken any steps to 
4 €ylfill their obligations to plaintiffs under this section 
Il of their contract with the City. This does not, however, 
diminish the right p vided in the contract. 


aaa | ————llE=E=E=E=E=E=E=E=E=EeeES=S=SE=E=SeaSE=SESEeE=EeEeEeEEEeEee————S — — ———————~ 


.| increases, have recently been affirmed by the District of 


|Columbia Circuit in Marshall v. Lynn, 497 F.2d 643 (D.C.Cir. 


| 


poe In Marshall and its companion cases, Thompson v. 


|Washington, 497 F.24. 626, and Tenant's Council of Tiber 
! 


| Island-Carrollsburg v. Lynn, 497 F.2d. 648 (PC. Cie. 1973); 


oe Court conducted a thorough examination of the meaning 


ve statutory history of the National Housing Act and 


|| various of its sections, including §221(d) (3), involved here 
{ 


i 

| 

! 
‘and in Marshall. The court there found as a result of its 

| eae | 

S etacuietd analysis, that low and moderate income tenants, 

jj) rather than private developers were the intended benefici- | 

| 

} 

| 


Bis alg 
‘aries of this provision. Id. at 647.* As such, they were 
} 


;entitled to the same procedural due process prior to rent 


{ 

| increases as were public housing authority tenants under the 
! 

! 


companion case of Thompson v. Washington. Ibid. 
This contrasts with the earlier decision of 


;, Langevin v. Chenango Court, Inc., 447 F.2d. 296,301 (2d. 


as a Ft 


| 


‘ 
‘Cir. 1971), in which a majority (Judge Oakes dissenting) held 
| 
’ | 
i | 
(* In the original 1954 enactment, the court found, §221 
| projects were designed to house persons displaced from urban 
iirenewal areas. Through successive amendments developing out 
‘of the experience that many §221 projects had failed to pro- 
‘wide housing to intended beneficiaries (often because actual 
| rental charges were well beyond their means), Congress 
|. reinforced its commitment to providing housing and concom- 
mitant rent regulation to low and moderate income tenants of 
‘ §221/1) (3) developments. The most significant means of 
. accomplishing this goal, the Marshall court held was the 
' addition cf mortgage interest subsidies on "§221(d) (3)" 


projects, Marshall v. Lynn, supra at 648. | 
I 


mm i ay a a me = a ee oe ne re ee 
H| 
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Ome gmnperounnnnmpeees = + ee eee = oe 6 oo ope, . Ae 4H 


that Section 221(d) (3) was primarily intended to benefit 

¢ 
private developers, and thereby induce them to enter the 
low-income housing market. Chenango Court, Inc. was in fact 


just such a private for-profit developer, id. at 298. The 


| 

| 
considerations of the Langevin court do not apply however, | 
‘to a situation, such as thé: peecent; in which Grace HDFC, | 
the developer, ies not-for-profit corporation organized | 
!precisely to benefit its tenants rather than. to receive | 
benefits itself. This is particularly true where the sponsor, 
in addition to being not-for-profit, is enmeshed in a "web | 
of state involvement spun by the state," Male v. Crossroads 
Associates, Inc., supra, 469 F.2d 616, 622 (2d. Cir. 1974) 


Pisa "governed by phalanx of state and federal regulation" 


sufficient to result in characterization of its acts as 


foraen action, Lopez v. Henry Phipps Plaza South Inc., 
1498 F.2d. 937, 942 (2d Cir. 1974).* See Point I-A, supra. 


Furthermore, the Langevin.Court found tl .t while 


{HUD had statutory authority to promulgate regulations giving 


5 


/ 
| 5221 (4) (3) tenants an opportunity to be heard with respect to. 


i 


Is Of some significance also may be the fact that Judge 
liFriendly wrote the opinions both in Langevin and in Lopez, 
which contains at p. 942 and caveat, cited in Point I-A, 
that the question of due process in rent increase cases is 

‘Still open. 


Loe increases, it need not and had not done so in existing 


regulations, 24 C.F.R. §221.501 et seq. HUD could as well, 


a Court reasoned, have given the tenants such rights in the 


|| regulatory agreement it had signed with the owner, but had 


| 


| 


lrecently been reinforced by new HUD regulations published in 


'Vol. 39 of the Federal Register, on September ll, 1974, at 


not and was not required to do so, 


In contrast, the position of the D.C. Circuit has 


\ 


| therefore presently in effect). These regulations amend 


‘Title 24 C.F.R. by adding a new Part 410, and particularly 


| 
oes 32736-39 inclusive, and effective October 14, 1974 (and | 
1 
| 


new Sections 410.71-410.74, which grant tenants of federally 
| 
re housing, particularly including both §221(d) (3) projects 


jand those receiving rent supplementation, the type of pro- 


iplaintiffs seek in this case. id., §410.1, 39 F.R. 32738, 


cedural due process with respect to rent increases which | 
} 
. 

jjcol. 1 (Sept. 11, 1974). 


HUD states as its reasons for these rules that it 


ve "highly desirable" to have tenant participation in pro- 


{ 
| 
| 
(? posals to increase rent schedules in these projects. In | 
| aa : 
Tete: the agency finds that "a uniform nationwide policy 
| 
‘ 
‘ug tenant participation in both public and subsidized rent 


‘increase proposals is urgantly needed." Supra, 39F.R. 


ne ee 
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The HUD position as expressed in ‘the regulation, 


| 


32737, col. 1, Sept. 11, 1974.* 
is an acknowledgement by HUD itself of the primary purpose of 
§221(d) (3) as determined by the Marshall Court. HUD accepts | 
the necessity of having tenant participation in the rent 
Sa ceaal process not only because this is "desirable", but 
also because of difficulties caused by the differing 


|approaches to the issue used by different HUD regional offices 


as a result of different decisions in the Circuit Courts | 


|Appeal. ** 
Even beyond the purpose of §221(q@) (3) as enacted by, 
Congress, however, the facts of this case clearly demonstrate | 


jak the plaintiffs are the intended beneficiaries of all 


* In view of HUD's stated reasons for promulgation of the 


new regulation, particularly in light of the Marshall | 


|decision, and this Circuit's view of the desirability of 
1'such regulations, Langevin v. Chenango Court, Inc.,447 

F.2d 296, 301-302 (2d Cir. 1971), this Court may ultimately 
deem it appropriate to remand the matter to the Agency for 
reconsideration in view of the new regulations. 


** The dissent in the third of the rent increase trilogy, 
. iTenant's Council of Tiber Island-Carrollsburg should also be 
jnoted. Here, the majority held that under §220 of the Act, 
| tenants in a project built on low-cost urban renewal land 
jwith a FHA mortgage were not entitled to due process because 
ithey were not the principal intended beneficiaries, since 
{this section was not passed to benefit a particular class 
1 Of tenants. The dissent argued that the “reasonable rent" 
Wrequirement of §207(b)(2) of the Act, implemented by 24 C.F.R. 
'207.19(e), nevertheless created a requirement for due process | 


even for these generally higher-income tenants. 


LT Te tg 


} 


the federal, state and city aid that made Grace Towers 
possible. 
The facts showing this are set forth at length in 

the Complaint and exhibits. Much is summarized in the facts 
and Point I-A of this Memorandum. But in addition to all 
this, Defendant Grace HDFC committed itself, in its agreement 
with HDA, to press toward conversion to a tenant-owned co- 
operative, within six months of occupancy. Although this 
requirement has not yet been carried out, it clearly shows 


jthe intent of all the parties to make the tenants not only 


CL CC | TT 


the "principal" but the sole beneficiaries, by removing the 
"developer" entirely. 

HUD's giettkinniat §221(d) (3) and other subsidies 
to Grace HDFC, and its Regulatory Agreement with them 
entered into after the date of the City agreement, constitutes 
a ratification by HUD of that agreement and the purposes 
thereunder for which HUD's funds would be used. These pur- 
poses, therefore, considered together with the statutory 
purposes and the HUD regulations, clearly sustain a finding 

situ HUD acted in this case primarily for the benefit of 
plainkiete, and is therefore bound to accord them due process 


‘ 


| of law prior to any rent increase. | 
| 
Oe rs ee aes Sees a 
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The Rént Increase Should be Voided as Violative of Due 


Process of Law, 
pal ld 

: 

i 


R - A non-p-ofit housing company which has extensive 


federal, state and municipal financial aid and whose operation 


‘is pervasively regulated by the U.S. 


‘ 


-and Urban Development, 


Department of Housing 


the New York State Department of 


Housing and Community Renewal and the New York City Housing 


and Development Administration acts under color of state law. 


‘See Point I, supra: Burr v. New Rochelle Municipal Housing 
neti 


‘Authority, 479 PF. 28 216S.. 126 (2d Cir. 1973), Lovez v. Henry 


‘Phipps Plaza South, Inc., 498 F. 24 937, 942, 942n. 1 
@ (2a Cir. 1974), 
Al 


= 
[ Such a housing company 4S, aS a consequence, subject 


‘to the same procedural due process requirements with respect 


‘to a rent increase that are applicable to a Municipal Housing 


Authority. 


Cf. Marshall v. Lynn,497 F. 2d 643, 648 (D.C. Cir. 41973); 
; \ 


Thompson v. Washinaton 497F. 2d 626, 640-41 (D.C. Cir. 1973) 
ers eee } 


The entanglement of defendant Grace HDFC in a "web of 
State involvement spun by the state" has been set forth at 


length in Section D of the complaint and discussed in Point 


I-A of this Memorandum, establishing that defendant Grace 


HDFC, acting under color of state law, must accord plaintiff 


tenants procedural due process under the 14th Amendment. 


Another circuit has held, as well, that mere 


ee I 24- 
ee 


reso. 


acceptance by a housing company of mortgage subsidy assist- 


ance under § 221 (d) (3) of the National Housing 
it to provide, pursuant to the Act, tenants with 
due ‘process with respect to rent increases. See 
Lynn,497 F. 2d 643 (D.C. Cir. 1973). 

%r this ground defendant dotgeewtlins & 
of a § 221 (d) (3) mortgage subsidy, must accord 
their statutory rights to procedural due process. 


v. Lynn, supra at 647. 


While all the actions of a housing instz 


Act, requires 
procedural 


Marshall v. 
_ 
recipient 

plaintiffs 


Marshall 


umentality 


operating under color of state law or the acts of government 


itself must accord with procedural due process, different 


classes of acts give rise to different due process require- 


ments. 


‘The extent of procedural due process a party 


agrieved by government actions is entitled to is 


set forth 


in Goldberg v. Kelly, 397 U.S. 254, 266-271 (1970). This is 


determined by the nature of the,government function involved, 


the private interest that has been affected by government 


action and "depends on whether the recipient's interest in 


avoiding the loss [as a result of government action] out- 


weights the government interest in summary adjudication.". 


Goldberg, supra at 264, 


This standard has been recently applied in this 
Circuit in Burr v. New Rochelle Municipal Housing Authority, 
"479 F. 24 1165, 1168-1170 (2d Cir. 1973) to a 10% rent increase 
(characterized as a "service charge") sought by a state and 
locally aided housing authority.. Accord Thompson v. Washington | 
497 F. 2d 624, 633-641 (D.C. Cir. 1973). 
| The interest at stake in the instant situation, as 
“in Burr, is plaintiff tenants’ rights not to have their 
property (their money,’ their rights to be secure in their 
homes where replacement housing is not readily available or 
their right to a cooperative conversion) taken without due 
process. 

The Burr Court found that answering the question of 
whether an owner was entitled to a general "across the board" 
rent increase had to be based on technical considerations 
requiring a high degree of expertise and did not turn on 
specific factual questions as eeu: Padakee an evidentiary 
hearing. Burr, supra at 1169./ Such a hearing the court 


é 


‘further decided would be unduly burdensome on the agency in 


that it could involve testimony from hundreds of tenants a 


most unwieldly and time consuming process. 
However, the Burr court held it would not be unduly 
burdensome, in view of the nature of the: tenants’ interests, 


for the body making the determination to give advanced 


notice of the increase, an opportunity to submit and have 
‘considered prior to the determination material in opposition 
and have a written determination with supporting reasons. 
Burr, supra at 1170. Accord Marshall v. Lynn, supra at 648; 
Thompson v. Washington, supra at 640-641. 
: rit 8 
As discussed in POINT £, supra, HUD itself, effective 

oetober 14, 1974, has established a due process procedure 

in line with those set forth in Burr, supra and Marshall,supra, 
applicable to, among other subsidized housing programs, 

"§ 221 (dad) (3)" and "rent supplement" housing, 24 C.F.R. 

§ 410, as amended. The language in the regulation that it 
is “highly desirable" to have tenant participation in the 
rent increase process and that there is a great need for a 
uniform national approach to the issue, amounts to an 
admission by HUD of the appropriate process for deciding 
whether a rent increase is justified. “HUD's promulgation 
. Of regulations establishing this procedure is an acknow- 
ledgement, as well, that it would not be unduly burdensome 

> 
for HUD to administer. 
There can be no dispute, in the present case, that 

the application for a rental increase for Grace Towers was 
submitted to FHA, and approved by FHA, without any prior 


notice to Plaintiffs, or opportunity for them to be heard 


on the question. Because Plaintiffs were entitled to the 


, Procedures discussed here, the rental increase must be 
asid by this Court until they have been granted their ful] 
rights under the Constitution, Statutes anqg regulations, 


Burr v. New Rochelle Municipal Housing Authority, 479F, 


| 24 1165 (24 Cir. 1973); Marshall y, Lynn, 497 FP. 2d 643 
Ses SY TI 


. (D.c. Cir. 1973); Thompson y. Washington, “s7'F. 2a. 626 
* (D.C. Cis. 1973); and Cf.Lopez y, Henry Phipps Plaza South, 
= a a 


Inc.; 498P, 2d 937, 942 (24 ie Da 1974), all Supra, 


POINT Iv 
‘ HUD'S APPROVAL OF A RENT 
INCREASE, BASED ON IN- 
SUFFICIENT AND INCOMPLETE 
EVIDENCE, WAS ERRONEOUS 
AND SHOULD BE REVERSED. 
naa LEED E 
In return for a 3%, below-market rate mortgage 
Subsidy and FHA mortgage insurance, Grace HDFC agreed, in 
accordance with the Statute, to regulation of rents by the 
\ 
Secretary to"effectuate the purposes 
the Court in Marsh €nants, 
Marshall y, Lynn, supra. To carry out this duty, yup has 
Promulgated regulations, 24 C.F.R, §§221.501 et Seq. gov- 
€rning the application for increase and Criteria for approval 
Or disapproval. §221.531(c) requires that the agency must 


take into consideration the need to provide "reasonable 


rentals" to the Project's low and moderate income tenants, 


‘ 


together with the “income necessary to maintain the economic 


soundness of the project." 


A. Grace HDFC's Application was on its Face Insufficient 
= Warrant Acproval. 


In the case of Grace HDFC, a not-for-profit corpor- 
ation whose sole asset is the Grace Towers project, and whose 
sole corporate purpose is to provide housing to low income | 
families, HUD in considering any application for rental in- | 

‘crease, must exclude from its calculations any profit or | 
return on investment and may consider only valid operating | 
| expenses in determining economic need.* | 
| Plaintiffs received from FHA, ‘in response to their 
& Feauest, copies of all of Grace HDFC's materials in support : 

| 


of the increase application.** These were submitted to the 


certified public accounting firm of Hoffberg, Oberfest & 


Burger, which is experienced in accounting, audits and 


| 
| 
| The sponsor, of course, may not circumvent the statutory 
| required against received profits or returns on investment 
‘by providing its own management and then paying corporation 
|| board members an unlawful profit. New York Not-for-Profit 
corporation law §515(a) (McKinney's Vol.37) In the instant 
|i case as set forth in the affidavit of Elizabeth Boone, i 
| paragraphs 13 and 14, Grace HDFC's chairman, defendant Under- 
li wood, is apparently head of the management operatic, and upon 
|| information and belief members of Grace HDFC's board of di- 
rectors are also paid employees of said operation. Any salary 
or compensation received by them and not provided for in the | 
\| Articles of Incorporation or in the by-laws would be in 
violation of law. N.F.P.C. Law §515(b). . | 
, 


** Copies of letters exchanged with FHA and of the materials 
| are Feprocaces as Exhibits 4 and 5 to the Complaint. 


a 


~~ 
| 
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management of federally subsidized housing developments. 

On examination, the materials were found to be so | 
insufficient that the accountants were completely unable to 
emetese an opinion as to whether any increase was justified 


| 
| 
(Affidavit of Stanley Berger, Esq., C.P.A., a partner in the | 
firm, annexed as Exhibit 7 to Complaint.) Several critical | 
omissions were found, including lack of proper fuel, electric 

and gas bills, and lack of rent roll information.* 
Without this information, therefore, HUD lacked the 
Substantial evidentiary foundation necessary for a- rational | 
determination of the economic need of Grace HDFC, as well as : 
By Of the "reasonableness" of the rentals, after a 23% increase, 
for low and moderate income tenants. This falls short of | 
the test of "substantial evidence" (5 U.S.C. §706(2) (B)) | 
as "...such relevant evidence as a reasonable mind might 
St as adequate to support a conclusion." , 


Noble. Drilling 
Corporation v. Donovan,266 F.Supp. 917, 926 (E.D.La 1967) ; 
— ve OnOVan 


, 


Universal Camera Corp. v. N.L.R.B. , 340 U.S. 474, 490(1951). 
ee andl “ll ~—-- LL 


This standard goes to the reasonableness of what the agency 


;Gid on the basis of the evidence before it. 


die dbe Terteling 
& Sons, Inc. v. U.S.,390 F.2d 926, 931 (Ct.Cl. 1968). Use 
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eo |: 
;ment agreement(s) and certified annual financial state- 


jj ments would also be required for a proper and complete 
‘analysis. : 


of such improper information as the basis of its decision als 


+ ois f. 
The accountant stated that a copy of Grace HDFC's manage- | 
| 


"neers $b scsi enchant eeneniosindiasepciainmnintnlipeemissccwiuihias on 


o, §-30-. 
{ 


* 


i 

‘We clearly beyond the discretion of the a_ cy, and cer- 
Sida is not a determination rationally related to the 
Psat the agency is presumably applying, so that the 

| 

: which are arbitrary, capricious or abuse of discretion subjec 


| 

| decision likewise violates 5 U.S.C. §706(2)(A) (decisions | 
= 

! 


to reversal.) Citizens to Preserve Overton Park ‘. Volpe, 


—— 


I 402 U.S. 402, 415 (1971). 


iB, Information Improp erly Withheld From FHA, Which Plaintiffs 
}; Would Submit at a Hear ring, Warrants Denial of the Increase. 


| The Secretary's approval of the rent increase was 
' 
} 


| 
! 
|| unjustified, not simply because the application did not , 
establish as sufficient basis for it, but still further be- 
| 


| cause additional information, which defendants Grace HDFC, 
| 


| 
Underwood and Evans (so far as plaintiffs know) failed to give 
: 


I" FHA, show is that the project has additional income, and is 


numerous ways deficient in services and in violation of | 


FHA regulations, 


| i) Additional Income 

| } 
| As set forth in piaintiffs' complaint and affidavits, 
; 
| 
} 


tenants of Grace Towers have been required to pzy fees for 


rental of apartments in the project, for transfers between ; 
| 


| apartments within the project, for parking spaces‘in the park- 


ing lot, for use of the community room, and for repairs. 


t 
f 
| 
' 
! 
i 


\ 
| ‘aie 
there is also a coin-ojerated laundry in the basement. Plain- 


|, tiffs do not claim to know the full extent or amounts of such 


- 


| 
a9 3 terre 
! 


- ee ae we . e- -—- 7) “ - 


Sutllladied teenie etd eieeaieieennddiatad titetaeanate 


charges, but they apparently are frequent practices. Insofar 


This is a clear violation of 24 C.F.R. §221.542(a), requiring 
an accounting to the Commissioner for all income.* Addi- 
tiorial income of course, reduces the need for an increase. 
ii) Substandard Conditions 
The physical conditions of Grace Towers fall far 


gs ; 
as plaintiffs know, these were n2ver reported to FHA as income. 
aay of FHA's requirements, and in some instances, are dis- 


itinctly hazardous. As detailed in plaintiffs complaint and 


affidavits, the project suffers from hazardous and-inadequate 


| 


‘waa roof 1° *ks, causing damages to some tenants apart- 


‘ments, and inadequate heat in some apartments all this in a 


| 


|} project less than four years old.** 


These shortcomings are in violation of state and 


local law, which also serve as standards for HUD for buildings 
‘with FHA mortgage insurance. 5 U.S.C. §1715 1 (d) (2); 24 C.F. 
R. §221.545(c}. Furthermore, they violate plaintiffs' rights 


under their leases. fost significantly, however, full per- 


formance of these obligations, lacking here, is a pre-requisite 
/ 


| It appears that no approval has been given by FHA for the 
imposition of these charges, through approval of a lease or 
SN thaswise: This violates 24 C.F.R. §221.530(a) which pro- 
ihibits unsanctioned charges. 


** Plaintiffs were also, as an inducement to renting apart- 
ments, given promises of other services, never in fact pro- 
vided, on which they feel entitled to rely. These include 
guard services, a playground, and gates on ground floor 
windows. ; . 


; 


a me a Ce Se - 


( -32-) 


oa 


for FHA approval of any increase in rents.5 U.S.C. §706(2) (A), 


has (E); 24 C.P.R. §221.545(c), 
} 


All of the foreyoing shows the flagrant manner in 


| by withho! ding required information. Plaintiffs believe 


peaman rar that this is only the tip of the iceberg, and 


[inion the recuirements of FHA have been flouted, chiefly 
; that given Opportunity, much more can be shown. But this | ; 


alone is sufficient to show that the increase here results 


! 


| Pec violations of FHA's own rejulations and should be set 


| 
l} = 


|}aside by this Court. 


| ei 


I. POINT V 


| 

| PLAINTIFFS ARE ENTITLED 

| ‘ TO A PRELIMINARY INJUNCTION 
RY UNCLE LON 


| Rule 65, F.R.C.P. sets out two tests for the grant- 


wes of a preliminary injunction. First, the party must show 
| 
, that irreparable harm will result if relief is denied. 
eee: the party must show a probability of success on the 


merits. Plaintiffs Clearly meet these iests. Injunctive 
/ 


beaue under these standards has already been granted ina 


: 
|| case involving ‘a rent increase sought by a public housing ! | 
| authority, Burr v. NRHA ,347 F. Supp. 1202 (S.D. N.Y. 1972), 

mI 


'affm., 479 F. 28 1165 (2nd Cir. 1973). . 
1} t 
| 
' Sought Here, 
l; oO 


j | 
iA. Plaintiffs Will suffer Irreparable Harm Without the Relief | 
Defendants Grace HDFC, Underwocd and Evans are | 


ees eed ete te | eee -.. 
| 


S44 | -33- . ‘ 


—_—_—_—_—_—_———ES—————==—_—=_ on ge 
seeking orders of possession against named plaintiffs and 

other tenants in summary proceedings in the Civil Court of 

the City of New York, Housing Part, for non-payment of rent 
including a 23% rent increase approved of by defendant HUD. 

Upon information and belief this would amount to between 


$39.10 and $59.35 a. month depending on the size of apartment 


and those they represent are ready, willing and able to pay 


rents at pre-increase levels and have in Many cases actually 


and the income of,the particular tenant. Named plaintiffs | 
has refused these amounts unless plaintiffs and other class | 


membe>s sign new leases at rentals including the 23% increase: 


is these amounts to defendant Evans. Defendant Evans 
{ 
| 
ae defendants are restrained and enjoined from pursuing 


the above proceedings by this Court, plaintiffs face the 


possibility of eviction from their homes long before this 


At stake for plaintiffs are decent apartments, at 
\ 
reasonable rentals, the relative stability of their home 
/ 
lives and the possibility of cooperative ownersh: .” Grace 


Towers. If they are evicted, it is most unlikely chut they 


matter can come to final judgment on the merits. 
{ 
‘ 
| 
will be able to find comparable housing. In view of the | 


extremely low apartment vacancy rate in New York Cit, Plain= ; 


i 
i 


tiffs would have difficulty finding decent, safe and sani- 
e j tary accommodations at prices they can afford. They would 


\| Suffer, as well, personal expenses and hardships as a result 


of removal. 


LLL LE LS TT LT SSE: ieee eenctntne een eumudiatsnnecasecu: 
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_ aan 


jbatnchtntetmenten dine ee ee 


° 


And shoulda the Court eventually find for plaintiffs 


after their eviction, their apartments will almost certainly 


we rented to others, making it difficult or impossible, as 
a practical matter, for them to return to their apartments. 


Should plaintiffs and class members, lower income 


| 
| 
| 
| 
| 


‘ae on the other hand, be required to pay the 23% rent 
ioe during the pendency of this.action, they well may 


| 
| 


have to reduce food budgets and eliminate other necessities 


|of life in this highly inflationary economy. This will be | 
| 
| 
;expecially hard on families with young growing children of | 


ara there are many in Grace Towers. Damage done to children 
l Malnutrition is, of course, often irreversible. 


| Balanced against the irreparable injury to plain- 


anew and the sudtevine which it would entail is the relatively 
| Nestisibie injury to defendants if plaintiffs remain in their' 

| apartments and continue to pay their pre-increase rents to 
defendants pending the resolution of this case. In the event 
this Court should uitimately uphold ‘the rent increase, plain- 
tiffs could pay the retroactive increase over a suitable 


jl period of time. This would eliminate, as well, a need for 


iRule 65(c) F.R.C.P..Bass v. Richardson ,338 F. Supp. 478, 
/489-491 (S.D.N.Y. Rusts cf. Steward v. West, 449 F. 2d 324 


| 
{ 
the court to require plaintiffs to post security under 
| 
(Sth Ciz. 197i}, | 

1 

| 


| 
| 
: As was noted above, many of plaintiffs and class 
| 
I 


\ 
Sg i—35- > 


members are poor persons and recipients of full or supple- 
mental welfare assistance. Bass, a class action involving 
an injunction to restrain cut-backs in benefits under <: 
lst tate medical aid program, held that such poor persons by 
Set are unable to post security under rule 65(c) 
Bass, supra at 490; cf. Steward v. West, Supra. 


Plaintiffs have a high probability of success on the 
merits. 


Plaintiffs have shown in Point IV above that the 
information in FHA's possession, as well as information 
defendants failed to submit to FHA, may demonstrate that the 
‘increase is improper and should not have been allowed. This 
alone might well be enough to justify a preliminary injunctio 
| Even more significantly, plaintiffs have clearly 
| established in Point III that defendants' acts have denied 
them due process of law with respect to imposition of the 
i 23% increases in monthly rentals. The facts in this regard 
are undisputed. F 
A denial of basic rights such as are involved in 
| this case, clearly supports a decision by the Court in favor. 
os plaintiffs, and therefore warrants, particularly in whan: 


| 


ee the hardships to plaintiffs, the issuance of the pre- 


Furthermore, where, as here, the "balance of hard- 


|| Jiminary relief sought here. 
| 
I 


ship tips decidedly" in favor of plaintiffs, even a lesser 


| 
| 
Re 2 oe a ee 


“I showing of merit than plaintiffs have 1 made would be sufficient 


to warrant preliminary relief. 


“(W)here the balance of hardships 


tips decidedly toward the ms: 
requesting thé temporary 2 relie 
yas ae moving p. rty 1 nay Beata’ 
a_ preliminary it 1juncti ion if if he 
"has raised questions ns _ going ng to 


the meri ts | sO serious subs stantial, 


and difficult as «* eg them a 


fair. ground for litigation and 


thus for more de.iberate investi- 


gation...'" 


Gulf and Western Indus., Inc. v. Great A & P Tea 


, : : 
iCo.,.Inc.,.476 F.. 2d 687, 692-92 (2d Cir. 1973): teitaticons 


omitted; emphasis is the Court's). 
ie: The Court Should Issue ie a Preliminary Injunction. 

| These facts, therefore, satisfy the two require- 
lments for a preliminary injunction under Rule 65(a) F.R.C.P. 
and warrant the waiver of bond pursuant to Rule 65(c), anda 


Rete gle injunction should be granted. 


CONCLUSION 
For all the foregoing reasons, plaintiffs request 


that the relief sought herein be granted. 


/ 


Respectfully submitted, 


THOMAS N. ROTHSCHILD 
| Attorney for Plaintiffs 


i THE BRIEF 
= N. ROTHSCHILD 


| tou M. ALLBRAY, 
, Law Clerk 
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{ b> ld i of 84 unit each, at 
ind 2066 pitkin Avenue, Brooklyn, New 
nlly unréented commercial building on the 
lerally subsidized and Grace receive: 
bout LO%.1 ecnants. 
oh Et hej hable to continue operating 
ols, 1coed l Horne Otl rate and 


le applica 1 to t ecrelar »f Housing 
ren) l Ca Phe Secretary asked for, 
tion requested } Grace to show the cost 
ed, balance heat prepared f ate 

reg ] Merial. “He Secretary /o€ 


1974, Grace sent letters to all tenants 


reuse to go into effect on October 1, 1974. 


and in fact-held a mectingwith all the 


ome Lonanls contacted M-omas Rothchild; an 


hast New York Legal Services, Brooklyn 


action to tes the 


validi of nerease. In October, about 30% of the tenants 
refused to wy Le and to this very day have paid no rent to 
Grace, placiny Grace close to inseivency. 

On Deconbor 35. 1974. ya commenced a summary pr oceeding 
wean one tena Nn Civil Couvct, Kings County, Housing Part, to 
collect penk ¢ Re Thereattler, the present aetion wa commenced 
Vhuyeee lavils were submilted: on by counsel for the plaintiff, 
one by the Jresident of the plaintif f, and one by the Seerc tary of 
the plaintiff, The retary of the plaintiff subsequent ly has 


Signed a new lease with Grace and has consented to the iner 


On December 6, 1974, plaintiffl made applicat 


on fora 


po 


Teinporary Restraining Order to restrain Grace from commencing any 


proceedings in State Courts to collect. the rent from tenants 


~~ 


together with the inerease 


Le 


~~ 


LS application was denied and a 
hearing on the application for a preliminary injunction was there- 


after set down for a hear LNG. 


tion is be Lound j } » © Y i WVederal Rules 
rrocedurs 


ites; (1944) 


never reyarded as strictly 


injunction, and properly 


ad probable Loh ind a 


fendant. 
190. 
*. Supp. 7OL. 
is true. The result of 


ting such a preliminai Injunction will place the defendant 


Grace, who has been already granted an inereasc, ina position of 


incolvency he incre itself was granted to save Grace from 
gOing insolvent. The granting of the injunction will resi 
Lrreparable harm to the defendant Grace. ‘ithe tenants will not be 
harmed because even if the inerease ‘is annulled afte. tri the 
tenants can casily receive back to the payments by a waiver of: 


renk by Grace. 


interests of both partics should be sa feguarded ind 
where 3 preliminary injunction would t it the plaintiff to olttain 
an undue vantage by tying the hands a@ the defendant, it has been 


held to b improvident for the Court to grant an injunction\ 


Foundry §S rices Vv. Reneflux Corp. (1953) 206 % 214; Corica \ 


Ragen (194. 40 F 2a 406; mount Pictures Corp. v. Holder 
(1958) 166 P Supp. 684, 

The burden of showing a right to injunctive relief rests 
with the applicant (the plaintif£) and that burden requires a 
showing of irreparable harm if the injunction i not granted. 
Foundry Services v. Reneflu: Corp. Supra; § v. Greene (194) 161 
P 2d &7. No such burden has been satisfied in this case. ‘the 
affidavits submitted by plaintiff£ in its application are filled 
with hearsay and nowhere shows i reparable harm. 'Yhe plaintiffs 
have paid no rent at all for four month. The irreparable injury 


is to the defendant Grace, not the tenants. 


The plaintiff had ample Opportunity to contest the increase. 


They were not satisfied with the response of MUD to their comp] ints 
with regard to the increase yet, they took no action prior to the 
effective date of the inerease. the brought no proceedings. Even 
after the inerease went into effect, they did nothing. They have 
allowed four months to go by without taking any legal action. 
Letters with HUD were exchanged; they examined all of the documents 


on file; they held meelings with representatives of HUD; any due 


process requirements have been satisfied. 
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sets forth nothi Jj Of any sub- 
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yy a TACO ACTION 


ee rr 
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intainable 


The relevant portion of the 


ft ( to a Class Action. One 
hoe ( a class may sue or be 
eprecentative parties on behalf 
] EE ii cl] S 1S so numer- 
OTN of all members is imprac- 
>’ there are questions of law 
On +> £1 tla P (3) the 
). fen 3 Of the representative 
! ypical of the claims or 
; Of the class, and (4) the rep- 
ive parties will] fairly and 
y pro-ect the interests of the 


faintainable. An action 

«a class action if the 
ubdivision (a) are satis- 
representative parties (the 
and adequately protect the in- 
for the plaintiff likewise cannot 


cE Rube..23'. tay. 


ssociation docs nct represent or have the 


sympathy of most of the tenants. More importantly, the Secretary 
of the Association ("Boone") who made one of the affidavits in 


Support of this application has aftcrward volunt irily signed a 
new lease inclusive of the rental increase. 


Counsel for the plaintiff is a corporation authorized to 


provide legal assistance to persons who lack “he means to obtain 


private counsel. In order to qualify for representation by plaintiff's 
counsel, applicants must need certain income level criteria. Couns 


has already conceded that he could not represent certain tenants 


4 


their income exceeded his authority. 
In determining whether t1 partics suing adequately 
represent the persons on whose behalf they sue the Court must con- 


Sider whether the interest of the representative are antagonistic 


to the members of the cluss G rid v Standard Fruit S.S. Co 


(1971) 448 F 2d 724. in this case most tenants have not chosen 
to join the association and in fact the Secretary of the associa- 
tion has since signed a leas: consenting to the increase. 

' 


With reyard to counse.'s representation, Judges Medina 


and Hays stated in part: 


‘What are the ingredients that enable om 
to be termed an ‘adequate representative 
of the class?' To be sure, an essential 
concommitant of adequate represenation 

is that the party's atlorney be qualified 
experienced and yenerally able to conduct 
the proposed litiqation. Additionally, 

it is necessary to eliminate so far as 
possible the likelihood that the litigants 


, 


‘are involved in a collusive suit or that 
plaintiff has interests antogonistic to 


those of the remainder of the class = 


>see 


isen_ v. Corlisle & Jacquelin (1968) 39] 
ema tiongerern ee & VACTVE LIN 


In this case, should uwefendants be successful, there 
1s a distinct possibility that those tenants whose income would 
put them outside of being able to be represented by counsel in this 
case, would have the right to claim that they could not be bound by 
a case in which ccunsel could not represent them on an individual 
basis. This would subject defendants to an inconclusive judgmert and 
the possibility of a multiplicity of law suits, which would negate 
the very purpose of a class action. 

POINT VL 


ALT MEMBERS OF DRAINTIFE ARK NO INDIA 
GENT AND LP TOE INJUNCTION 1S GRANTED 
SECURITY SHOULD Bl REOULRED. 


TE CC TE SD teen ere 


llaintif£ makes no allegation that it represents indigents. 
The remedy asked for is severe and drastic. Defendant Grace may 
become insolvent thereby. It should be protected for damages 
suffered if it is finally successful and the preliminary intunc- 


tio). has been granted, United States v. Onon, (1951) 190 F 24 3} 


doe 


It has been held to be legal error to fail to require security 


when it’ should be given under Rule 65 (c) Hopkins v. Waliis (1949) 


— 


.79 F 22 236; 
CONCTLUS TON 


IN VIEW OF ALL THE FOREGOING PACTS IN THis 
CASI AS WILT AS 'THE APPLICABLE IAW, THE 
RELIEF SOUGHT SHOULD BE DENLED, 


Respectfully submitted, 
GREENER £& OSTRO 


Attorneys for Defendant, Grace 
Underwood & Evans 
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a ahs abides DISTRICT COURT | 
yan ; : ‘ ni 

CRACE ‘TOWRR q INTS A! CTIATLON, 

et al 


Plaintiffs, 


AFEIDAVTT 


-agal nst- 


GRACE HOUSING DEVELOPMENT VUND CO, Civil Case No, 74C1714 
rneC.., ef al, } 
Defendants. 
PT ay PR MS ee RO eR TD ee Eee x 
STATE OF WEW YORK ) 
COUNTY OF NEW YOR ) ; 


SRO, being duly sworn deposes and says: 


Lama partne in the Firm of Greener & Ostro, the 
attorneys for the defendants, Grace Housing Development Fund Co., 
Inc. ("Grace"), Jacob Underwood ("Underwood"), and Maria Fvans 
("Evans"), and | make this affidavit. in opposition to the appli- 
cation for a preliminary injunction; in opposition to the appli- 


cation for a direction to allow the within action to be prosecuted 


as a class action, and in opposition to an application for an. order 


to waive the security requirements of Rule 65f<c) of the Federal 


Rules of Civil | rocedure. 


Yo begin with, the plaintiffs are not entitled to a pre- 


liminary injunclion. A carelLul reading of the supporting affidavits 


reveals that the plaintiffs have not been denied due process in 


the granting to the defendant Grace of an increase in rent by the 
Department of Nousing and Urban Development ("HUD"). 


nade application for an increase in rent 


becar the project was running at a deficit. WUD requested and 


ee" 


of the relevant data to justify the increase. 
The application was made pursuant to regulations existing at the 
time and promulyated by HUD hese regulations made no provision 
for the tenants to examine the decumentation and re oppose an appli- 
cation for an increase. Nevertheless, after approval of the 
increase by NUD, Grace notified all Tenants of the increase by 
letter in August 1974, (see exhibit "]" annexed hereto). The 
increase was to take effect on October 1, 1974. The tenants then 
relained counsel who made demand upon WUD to examine the material 
and in fact, several meetings were held at the HU:) offices without 
the owne* being present. At these meetings the tenants and their 
attorneys examined the data submitted by the owner to HUD. Com- 
munication was exchanged (see exhibits "2" and "3"). The tenants 
submitted the documentation to their own accouting firm who stated 
that in its opinion, not enough information was submitted by the 
owner. Nevertheless, neither tenants or their counsel submitted 
any new evidence as to why the increase should not have been granted. 
Further, they took no legal action to test the validity of the 
increase. In fact, they allowed the effective date of the increase 
to pa 3 (Octopner Ist) and took no action at all until a summary 


procecding was commenced in December, 1974 against one Flla Jones, 


based on the non-payment of the ‘increase. Now, they suddenly find 


this great need to ask tor a preliminary injunction. I submit 


that before they can succeed with this drastic provisional remedy, 


faa 


they must face the fact that they have heen guilty of laches. 

Due process was afforded to ther unple opportunity was given for 
all. the chal s to the increase. > is manifestly unjust to 
force the owne into insol his drastic remedy when they 
had all the time necessary 


Tt is interesting that the plaintiff submits two affidavits 


of two tenants in support: of the application. (One application was 


Signed by Elizabeth Boone. In her affidavit she attempts to justify 
the application hy setting forth in essence that there are con- 
ditions which are "hazardous t¢ ife oxistin i the premises, 
that he apartments are vermi ir ! the roof leaks, ete. 
The fact of the matter is: é her af rit? is dated Necember 3, 
1974. On December 1 aS this “sam ( voluntarily appeared 
at the office of the fFerdant Grace, and asked to, and | fact 
did, sign a lease whi included .the very increase heing 
challenged! Annexe: reto is a copy of if lease marked 
ReAnIH2E (742 

Another affidavit was siqned by a tenant named Rennie 
Mason and T should like to deal with this affidavit ona point-bv— 
point basis. Mr. Mason states that he has knowledge that 
tenants" 


L 


have been required to pay fees over and ahove their rent, 
for various services. Mr. Mason says that this is hased upon his 
own knowledge, bul. yal he names: no tenants Ile Eurther states 
that fees were charged for rental of apartments. This is vehe- 


mently denied hy the de dant Grace. No fees are ever charged 


for transfers by tenants From one apartment to another. The only 


Bee 


made is for the painting of the new apartment. It 


mind that this project is non-profit and only 


xpended is charyed. * Further, Mr. Mason states . 


usged for parking spaces. This also is specifi- 
arking spaces are free of charge. The affidavit 


harye is made Cor the use of the community room. 
when a tenant requests the use-:of the room for 
the diarye is ten dollars. This money is used 
The total received by the project for tnis 


he project is ninety ($90.00) 


tLatements have been made that money has bem 
3¢ Of Laundry machines. The Cact its that the 
by a private company who pays $126.00 ner month 


company's name is Artan Laundry Corp., who 


rn 


hreatened to discontinue this served because o 


lleqations have been made with regard to the 


project is under self management and that this was 


not reported 


company 


UD. In fact the project was managed by a private 


year at a charye of seven (7%) percent and then 


authorized 


Ub for self-management which was approved by HUD 
{ 


charye of four (4%) percent. 


The point of the above refutations is to show tothis 


Court that the allegations made by plaintiff and the alleged 


contrary evidence that would have been submitted to HUD are 


nothing more than based upon hearsay and are -merely an attempt to 


pave ae 


aside the increase. 
claim for a premilinary injunction 
irreparable injury will result if 
arm will suffered by defendants 
Grace as l@ resul € such a stay t that the exact 
opposite is true ‘he defendant Grace is on the verge of i 
vency. * this preliminary Lnjunction -is granted, Grace wi 
become unable maintail his project. On the other hand, if 
not granted, th ANtS will suffer no irrepar- 
increased rent, and if Grace is not 
successful i this case, the money can easily be refunded 
waiving of rent until such time ag the increase is made up. 
The allegations submitted by the plaintiff do not show 
a reasonable probability of success. Fac Lt would seem that 
. : 
they will not be gs 3 1 Therefore, I submit that this drastic 
remedy of a preliminary injunction. should not be grants 
also asks that this case proceed as 
action. It would seem that plaintiff cannot sustain this position. 
The fact is, that the tenants association does not adequately 
represent all the tenants and cannot. protect the rights of all 
the tenants. In fact, information has been received that this 


association only represents about | irty (30%) percent of all the 


tenants, that most tenants have relused to join and further that 


most tenants are nol in sympathy with its ygyoals or this suit. In 
addition, the attorney for the association is Fast New York Legal 
Services, Brooklyn Legal Services Corp. "A" which by law can only 


represent persons of a certain maximum income level. There are 


conceedely thenantls in this project whose incomes excced the 


Therefore, should 
entirely conceivable 
represented can then obtain 


uits thereby subjecting 


the very same issue and 


‘E2On. 


to’waive the security 
represent indigent persons, 


from indigent nd Grace is.entitled to be 


Mle damages ji suit of this type. 


lerwood, and Evans respect- 
the plaintiff the 


nying the application for 


} 


Bond to be posted, 


SHELDON OSTRO 


JUDY RERKOWITY. 
Notary Pubii-, State of | 
th. 24-4510 751 
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BROOKLYN LEGAL SERVICES CORPORATION A 
OFFICES SERVING BROWNSVILLE, BUSHWICK AND EAST NEW YORK | 


BROWNSVILLE LEGAL SERVICES EAST NEW YORK LEGAL SERVICES 
424 STONT™ AVENUE BO} PENNSYLVANIA AVCNUE 
BROOKLYN. NEW YORK 14212 BROOKLYN. NCW YORK 11207 

PHONE (212) 345-6200 PHONE (212) 365-4045 


September 12, 1974 


Mr, George Brown 

Acting Director 

Loan Tisnezemcent Division 
JS. Dept, of Housing and 
Urban Developnent 

666 Fifth Avenuc 

New York, New York 10019 


z Ret Proposed Grace Towers 
Rent Increase — 


Dear Mr. Browns 


I appreciated the oppo! dunity to mect with you on Tues- 
day, September 10, 1074, to discuss the proposed Grace Towers 
23% rent inergase. 


JT have advised our clicnts, the Grace Towers Tenants’ 
Ancociation, of the following understanding I believe we 
reached in the meeting. 


1, It was agreed that your office would meet with 
represzentotives of the Association and their legal and account-~ 
ing counsel to review all material submitted by the owner, 
Grece Novsing Development Fund Co,, Inc,, in support of their 
application for a rent increase, 


2, It was also agreed that your office would consider 
eny material submitted by the tenants in opposition to the 
§increose and that HUD would make a new determination with 

respect to the increases if such material leads to a finding 
of unwarranted owner requests. 

3. Finally, I understand that your office will give 
the tenants a letter stating HUD's eventual determination 
regarding the rent increases with your supporting reasons, 


is mete 3 
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¥n the pext few days, ovr office will present this 
agreement to the tenants for their consideration. Should 
they agree to the meeting, I will call your office to ar- 
range a mutually convenient date. 


Very truly yours, 

EAST NEW YORK LEGAL SERVICES 
A\\ no oe 
WY = \ A ( \ \) \ 

/ L AV; a ow Ar A 


a JGOU ALLBRAY 
Lew Clerk 


IA:1I5S 
ce: Hr. Benning Mason 
President, Grace Towers Tenant Assoc. 


2060 Pitkin Aveaue 
Broozlyn, Now York 11207 


qs(d) 


i hedlitttatel Hee 


EER TY UES GO Ty Fr oe aw 


"> FUL Tom aeewe 


HEMPSTEAD, NEw YORK 11$S0 


: aoe "SS. TOPs, 
Op Gives. 7 - + PRPL: eer ee ~~, 


eolh. (Prows 
Mire Icow Albray 
B'klyn. Iesal Sorvicos Corp. "A" 
£03 Pennsylvania Ayenna 
Rrookivn, New York, 11207 


‘ Doar Sir: 


Subject: Ref's. to your lettor 9/12/74 - Grace Towors. 


Your Jotter docs not quite sot forth our position which perhaps you 
& mis-understood. 


Wo will make available to the Association and/or their representatives, 
U1 mitorial svbmitteg by the Mortgacor in cubstantiation of their re- 


@iast for increased rentals, also a photocopy of letter dated 3/1/7h 
| approving the present rentals. 


Agnin if you hive any knowledie of tho subry 
acios in ths subnaity 
evidence thervof. 


scion of untruth or inaccur- 
ed material, wo would appreciate your advise and 


Sincerely, 


| loon’ Weinberg 

Acting Director 
Housing Management Division 
| 
' 
t 


45 (£) 
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U. §. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
FEDERAL HOUSING ADMINISTRATION 


MODEL FORM OF LEASE 
e under Seetton 221 dS) hie w Market interest Rate cases 


for Tenants nol recetuing rent supplement payments? 


FHA PROJECT NO.°12-55201_NP_ 


’ 


7 A 

This Apreement made ard entered into this _ Ely. day of ..  Neocombecr.. ie 107 
Cie ie — Ive _.-— + a8 LANDLOR)), and 
as TENANI 


Vie 


Wc " y y=, $- a } 
é\don if; -2 OPS) (i ee are } 


WITNESSETH 
WHEREAS. the LANDLORD is the Mortzapor on a mortgage covering the project in which the hereinafter described 


hich mortgage is insured under Section 221(d)(3) of the National Housing Act, as amended, and 


interest at the below market rate provided for under Section 221(d)(5) of said Act; and 


WHEREAS, the LANDLORD has entered into a Regulatory Agreement with the Secretary of Housing and Urban 
Develooment acting by ard through the Federal Housing Commissioner (hereinafter called Commissioner) which provides 


that ad.wission to the project shall be limited to families having a low or moderate income which does not exceed the 
j ie 


limits established by the Commisstoner and in effect at the time of admission; and, 
- 


WHEREAS, pursnunt to id Regulatory Agreement. ANDLORD has agreed (1) to obtain a certification of TFNANTS 


nof income at least every two years tollowing admission to 


t 


income piior to admission to the project aud a recertificati 
the project and (2) if anv rtificutye hiacloses that TENANT'S income exceeds the limits establisned by the Commis- 
sioner and in etlest at the time of said recertification, LANDLORD shall either terminate the lease or require the 
TENANY to pay aniner ental in accortiace with the tormula pieseribed by the Commissioner. 


NOW THEREFORE, 


The LANDLORD teases to the TPNANT and TEN “iT leases from the LANDLORD dwelling unit 
Inthe project known as Geace Towewg ——_- for the term commencing, on the lst ~, day 
i ae and ou diny: on Cth day of pia WS a ; I a at a monthly rental ot 


wbpeet to adqa dent os hereadter provided, 


2. ‘Hhemoathly contal, stipulated hereinyshall include all utilities, upproved by the Commissioner, which shall 


inne event melude telephoas. EANOEORD covenants and apreees to funish to the TENAN'L at reasonable times. and an 


resonable amounts ali sach utilities 


3. Said rent shall pe payable m athly inadvance on or before the first calendar dav of euch month at 
P.O. Box J, EMY S¥ittoa 


, to LANDLORD or to such other person or persons as the LANDLORD fiom ume to 
time by written notice. deripaates, 


4, Unless terminated as provided herein, this lease shall be automatically renewed for successive terms of 
one month each the atoronaid reatal, subicec to adjustment as herein provided, pavable in advance without demand on 
yofench month. Eithe: perv may tevminate this lease at the end of the initia! term or any succes e tern 
Gays Writfoa notice in advauce ta the ot} party 
>» TENANT rers that the fomily income , tamily composition and other ¢ lignbility requirements shall be 
1 ~ , ‘<5 ' 1 
seemed sult mtial andaiitesial oblipations of his tenancy with renpect to the amount o! rental he wall b blipated to 
pry an 12 tj OF Ceci icy. 
6. TENANT astees that a recertification of family income shall be made to the LANDLOPD on a for 
Prescribed the Commisni..acrat least ever two ven from the date ot this lease; provided, howewer thitin ane ewe at, 
FENANT shal! cecerify | fiacmals an © Ubon the ¢ ution of any cubsequent lease ot the afar rd « in? umat 
‘. TENANT apr that if any recertification discloses his family income exceed: the limitations cestablie hed 
by the Commissioner and va Chhect at the 


time ots erufication, then LANDEGRD shall} 


heave the option ot esther (a 
SANG 30 dass watten notice to quit and deliver Up possession ot the premases whereapon this lease shall 
'eminate ¢ IT, mn the Pa TAPES rental to on eunat Computed in aecorminee with tho form uls mesoribed he the 
Commissioner, J the PRMAN TS peatobl ts inerenus) dina: comance with this Parayraph, LANDLOKD shall yave TEN AN 
¢ + moter b the eal rected iw as Pbethia to he ny a reootThis ik stating the new amet the i NAF 
lire f ps A 


co 


mer pom mee re ne - 


8. Without the priar wratten approval of the LANDLORD, the TENANT shall not ac: ign this lease, sublet the 
hile uit, gaye ae commod tren to any coomers or lodgers or permit tie use of the dwelling unit for any purpose other 
than as a private dwelling, solely for the TENANT aad his immediate family. 


TENANT eerees to pav to the LANDLORD any rental which should have been pid but for (a) TENANT'S 
mosrepreseatation my has mitial income certification or recertification, or in any other information furnished to the 
LANDLORD, of (b) TENANT'S failure to supply income recertifications when required or to supply information requested 
by the LANDLORD. 

10. TENANT for hirvelf and his heits, cxecutors and administrators agrees as follows: 

(a) to pay the rent hereim stated promptly when due, without any deductions wl stsoever, and without any 
obligation on the pat of the LANDLORD to make any demand for the same; 

(b) to keep the dwelling wut tae clean and sanitary condition, and to comply with all the laws, health and 


policy roamtremerts wath respect te cei dwelling umt and appurtenances, and to save the LANDLORD harmless from all 
' 


fines, ponelties and cent: fer violations or noncompliances by TENANT with uny of said laws, requirements, or regula- 


tions, and trom all lability arisiny out of any such violations or noncompliance; 


({c) not to use the dwelling unit, or any part of the project, for any purpose deemed hazardous by insurance com- 


panics carrying, insurance thereon, 

(d) that if ane damage to the dwelling unit shall be caused by his acts or neglect, the TENANT shall forth- - 
with repair such damage at hrs own expense, an? should the TENANT fail or refuse to make such repairs within a reasonable 
time after the cecunence of such damage, the LANDLORD may, at his option, make such te pairs and charges the cost there- 
of to the TENANI, and the TENANT shall ther upon reimburse the LANDLORD for the total cost of damages so caused; 


{ (e) to permit the LANDLORD, ot his ayents, or persons authorized by him, or any representative of anv holder 
a morty 


ge on the project, to enter the dwelling unit at reascnable times for the purpose of making inspections and 


repairs and replaccients, to permit the LANDLORD to show the dwelling unit to prospective tenants during the last thirty 


days of the term of this Lease; . 
(f) not to install a washing machine, dryer, air conditioning unit, or any other electrical cquipment in the 


dwelling unit without the prior approval of the LANDLORD, 


{p) to have no animals or pets of any kind on the project, other than those expressly permitted in writing by 
the LANDLORD, 


Th) topenort the LANDLORD of his opents to brag. any appropmicte legal action in the event of a breach 


Of threatened breach by the TRNANT of anv of the covenants or provisions of this Lease. 
1 


11. The JPEN ANT, by the execution of thits Lease, admits that the dec Heoy unit described herein has been 
Inspected by him and meets with his approval the TENANT acknowledees hereby that said dweethar unt has been 
seuSfactorily Completed, and that the LANDLORD will not-be required to re parat, teplaster, or otherwise perform any 
otherwork, labor,or service which at has already performed forthe TENAN Pr. The TENANTadmits that the dwelling unit is 
inatensntablecondition, and ayrees, at the expiration or prior termination of the | ease, to deliver up and surrender said 


a 


\ 


rolling unit to the LANDLORD in as good condition as when received, reasonable wear and tear excepted. 


12. No alteration, addition, or improvements shall be made in or to the dwelling unit without the prior consent 


of the LANDLORD in writing. 


13. TENANT eprees net to waste utilities furnished by the LANDLORD, not to use utilities or equipment for 
Haproper or wruthonzed purpose, and not to place fixtures, signs, or fences in or abcut the dwelling unit without 

3 pror permssion of the LANDLORD in writing. [f such permission is obtained, TENANT agrees, upon termination of 
the Lease, to remove any fixtures, signs or fences, at the option of the LANDLORD, without dumage to the dwelling 


unit. 


M4. The LANDLORD 1] maintain the project in good repair and the dwelling unit in tenantuble condition,ex- 


cept in case of dumapge unsing from the acts or neglect of the LENANT, or his agents. 


JANT hereby mokes a deposttof one months’s rental apainst any damape except reutonable wear done 
t the dwe thing unit by th TENANT, bes fumily, guests, or epents, and ayrees to pay when billed the full amount of 


Ich damage m order that the deposit will remain intect. Upen termination of this Lease, the deposit is to be refunded 


tothe TRAANT of to be apphed to pay such damaye or any rent delinqucn 
VW. CPRTATED further ayrees that af he hould fart to poy the rent here stipulated promptly when due, or 
" pCowply ataany and all other provisions of this Lease, then at shall be lawful for the LANDLORD, at 

hits elect vor eptren, to resenter ond tale possession of the dwelling untt, the TENANT hereby expressly waiving any 
wad al notices to vacate said dwelling: unit,and there pon this Lease shall terminate, without prejudice, however, of 


the npht of the LANDLORD to recover from the TENANT all rent due up to the time of such re-entry. 


orn 


SO TTI 8 we ge SN ee we 
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17. This Lease shall be subordinate in respect to any mortgage that is now on or that hereafter may be 
placed apainst said project, and the recording: of any mortyape shall have preference and precedence and be superior an¢ 
Phorin wien to this Lease, irrespective of the date of recording and the TENANT aprees to execute any such invtrument 
without cost, which may be deemed necessary or desirable to further effect the subordination of this Lease to any 
mortyage, and a refusal to execute such amstrument shall entitle the LANDI ORD, or the LANDLOKUD'S assigns and 
lepal representatives to the option of cancelling this Lease without ine urting, any expense or damage ant the term here- 


by granted is erpronsly limited aceordinyly. 


18. Failure of the LANDLORD to insist upon the strict performance of the terms 


covenants, agreements an 
conditions herein contained, or any of them shall not constitute or be construed as a waiver or relinquishment of the 
LANDLORD'S tight thereafter to entoree any such term, covenant, agreement, or condition, but the sume shall continue 


in full force and effect. 


19, In return for the TENANT'S continued fulfillment of the terms and conditions of this Lease, the 
LANDLORD covensants: that the TENANT may at all times while this lease remains in ettect, have and enjoy tor his 
sole use and benefit the dwelling unit hereinabove described ‘ 


WITNESS: 


Grace Housing Development 
Paice Ct... TRC. 
LANDLORD 


‘ . 
Ab 4 - - -—-—— --- -- 


_TENANT 


1. ‘The public halls, Stairways, clevators ane vestibules ‘shall not 


ruct2d by any person or used fox children' loitering 


or for any other purpose than fox ingress to and agar: from the 
shall any pr1eon be pormitted to loiter, or play 

in front of the huildings on the grass or planted ereas, in 

carriage roows, or any place other than the playgizounds proviced 

for the purpose, 

Elevators shall be operated on)y by acults and no children 

unattended is permitted in the elevators. 

3. Tenants shall not make or permit anv Cisturbing noises in the 

building or elsewhere in the project by themselves, their visitor 


s family nor do or permit anything to be cone by such 


persons that will interfer with the richts, cofiforts, "ec or 


convenience of other tenants. Tenants shall not play unon, or 


permis to played upon, any musical instrument, or operate or permit 

to be operated a record player, radio or television set in the 
mised permises or else in the Covelopment in such manner or 

such time as may disturb or annoy tenants or other occupsnts. 

4 Neithar tenants, their visitor, nor Tonant's family shall sweep 

shceke, hony, or threw anything ovt of the windows or Coors, or into 


’ 


the halls, stairways, or clavators of tho huildinas, or the obstruc’ 


the window sij1ig in anv way. 
2. No bahy carr: other like paranhernalia shal’ 


be allowed to remain in the halls, passageways, areas, or courts of 


JS, bicycle ridings is prohibited in the project. 


hen supplies, or hor articles shall be placed 
4 


2 halls, landine or stainvays, 
shail not tamper with mail boxes, elevators, stand pi: 


fire hoses 


» outside hose connection, Coors, locks, he 


at connactions 


refrigerators, gas stoves, or any other fixtures or equipment: 94£ 


landlord in or near buildings in which the demised premises are 


located. Water closets, basins, tnd ather Plumbina fistures shall 


not h eer ror any purpos? other than those for which tney 


deorniiywreu, 9 eaaldo any aeecping: Muobish, rages or any cther 


imprope: articles “a wren “abu iat cost of daaage re- 
* 

sulting from tampeving wath wt micane of any of tha facilities shal’ 
be paid by Tenants. 
a No sign, signal, illumination, Television or racio acrial, or 
other equipment shall be jnstalied or exposed on or at any window 
or any other part of the building. Installation of aerial wires 
on any part of the building is expressly forbidden. 
8. Tenants shall not install or use in the demised premises any 
air conditioning unit, clothes dryer (gas or electric), deep-free2z- 
unit dish-washer, clethes washing machine, mangle, or other pressin 
machine, garhage-disposel unit, radio transmitter, diathermy 
machine electric refrigerator (other than the ene supplied by 
landlord), or any appliance which interferes with radio or televi- 

sion receytion,. 
9. No shades, awnin or venetian blinds shall be installed or 
used excapt such as shall have installed or approved by Landlord. 
20 No dogs, cats, or cther animals shall be kept oc harborea in 
the denise’ preomtsas, nor shall they ba brought on the premises 
by visitors even though such animal mav not interfere substantially 


with the comfort or safety of the Landlord or other Tenants; the 


intention heing that th: mero prosence of the animal shall con- 


MULCAULS A VIOFaclat,. 


ll, Tre veo of compactors shafl be in accordance with the signs 
attached tharato and ely gavbase: and refuse wrapped in small, 


tight parcels mav bo nlaced inthe compactor henpors, 


12). fay aitevation, av replacements to or upon any -deor is for- 
£ a 

43 Coan 

Licd-n,. 

13. my r ing of exposed wiren for electrical appliane|as or 


fissures in in violation of the lov and is prohibited, 

14. No furniture or other waauthorized articles may be store in 
the steradce ross, 

1S. Tenants shall not require, permit, suffer, or allow any win- 


dows In the dbinined premises to be elezsred from the outsida in 


violation of Section 202 of the New York State Labor £2" er anv 
ao 4 


eresent or fetus lve coverine some, 


é 


with ana employee of the r 


18. Tenants are required to take every precaution to prevent fire 


19, Tenants shall abide hy all requiations .extaining to the 
ft S| J 


moving in of furniture in odes to provide the proper vermin concro 


and to pay the cost Of fumiqation or extormination,. 
4 > 


20, Tenants are to netify Landlord immediately of any birth or 


Ceath or other chanee in Tenant's family. 


ai. “henever a change oce 


ct 


‘8 in the size or composition of the 


Tenant's Camily,;-¢ and when require by the Landlora Tenant shall 


move to a Gwolling unit of appropriate size prescribed hy the 


Lanclozd in the sare puLlding or ony other building in the project. 


22. Landlozd grants this lease to Tenant in accordance with art- 


icle 11 of this Loa » and in consideration of 


bey ©. 


Tenant's promise 


to comply with all of the foregoing Rules and Rogulations, any 


additional Rules ane Regulations acopted install in the future, the 


breach of anvone vill constitute a violation of a substantial 


oDligation of one's tenancy of this Lease, and subject Tonant to 


eviction, 


23. Tenant shali purchase and astall cir-cenditioners in their 


an apartment. An additional charge for Clectricty will be prorat: 


ie. 


on a 12 month bas 


’ 


. eee x sr -- SO an 
vandliord, 


Tenant shall not at anytime allow members of there family 
“=£OKS to enter upon roof of building, 
No Parbecving is allowed on grouncés and areas surrounding 
building, 
Tenants must get written permission from the managing agent 
a Space in the parking area. tnlavful parkers 
ot the ommer's risi:. 
moy not mcke Automobile repairs in parking area all 


zed vehicles placed in parking areas shall he towed fron 


area at the expense of tenant and without any liahilit 


of damage of misuse of any of the facilitices 


WS. Landlord reseryvee the right to change 4 


—————— 
® 


. ee ae ee 
29. BLaneoloi reserves th. viet to 


change eny of tae foregelay 


Riy7 *¢7 seni) 444 - A rainy S11: > +3 
wules ana Regulations, ard may furthe: adoevt acditional Rules 


PP ee. 


and Regnlations in the future. 
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RECEIPT AMD REPRESFNTATTON: The undessicned hereby achnowledcdas 


receipt of a cany of *he foxtecoing Lease 


Na - , ic 
e Rent Suyplement Ricer 


a : | 7 _ . 
ad Raton and Baas wide oe wyecenenety Sekevs 
anc kuLeS ancl Requlation for GRACR MOUSING preVPre covey FULD CO,, 


INC., the LANDLOR Ie is further ackno : j 
oe LANDLORD. Ie is fvrthe: acknowledgeé BY the undersigned 


mt the caif4 Punlae 7 emnawias-< . 
that the said Rules an? Regulations were raad nerore the sisning 


2.7 b 4 o ea ~ * | S. 2 
Ox Enis receipt an’ that no oral serresentations have been nad 


nace sy 


GICH TONERS s 


Foch date 7m n TA TANI IAT ATT 
SCHON CF eo eae TS 
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Tenants will pav the actual choress when the services listed; 
resulting from toapering or misuse of equipment ef facilities 


are rendercc 


2. Install wlew Boor Loc’: and Cylindass 


eC 
3 


2: Cicarning and/oy Revlacing o 
Cirks and Toilets 


Cloqyed 


ate 


a. Replacing Mail Rox Lock and Key t 


Ss Lock-Out 


G. Replace W-strie Switch 
| 


we Replace Wall Outlets 


Se Replaconment of Refricaratior Ice Trav 


9. Towine 210 abancened Awiernskilcr ivan Parkiog Aaa 

10. Replacsrant of Petxicerstor Boer Carket 

pS PRR sa a ¢ MOY ber Uk GUE RES | 

The Ohav7 Vos Ps tute porishied Liawicatias mid the teannet shall 
eey, nd Boake tonto hk. Sey ce me in ett for casi to yee 
apasttrent carseat S77 fave cence. 


SUMMONS IN A CIVIL ACTION 


CIV. 1 (2-84) 
(Formerly D.C. Form No.45a Rev. (6-49)) 
2 .3 


e United States District Gout 


FOR THE 


Casyan Dis ieier vp New we HRM 


o 


* +s Ds Daas 


aie 


CIVIL ACTION FILE No. Se sae bY 
CoRAUY VeWERS TWNANT 4 fc! 


| AITN. an C4C AY 14 
ANIM Corporate d AsO eww : Omnd BENNIE 
MASON | 


wm di sdeeun nnd as Present 
G rac To Ove ¢ 


CLIZAACTH SOont , 
Tara ay ef Grace T lower Wants 


Assy brad olf ™ Nthal€ o€ all Nerv, 
Sw’ clas ty SN naded | 


° 


eo ~~ 
lonovit 5 Assan And 


wu di tudurala “<A oy 


Plaintiff SUMMONS 

Vv. 

GRE HOYWGS Deyurceryt FOL) Qo, IMG; 

JAC UNDERWeLD, Pia ee od ae Pee 
GRALE HdFC M ARIA EVANS 

MM dtvid ine NL, vd Manar A t of 

Ae nF Tees ad JAMES Tr “La, ay 

$. retav Uns 


Sty el Stokes Or garts may, af 
Hous a Maro Dey dof “yak aant 


To the above named Defendant 


You are hereby summoned and required to serve upon 


THOMAS AS. ROTHSCetLED 


plainti!l’s attorney —, whose address 


CAT New YoRe LEGAL LERNICO 
Go's PENNSYLVANIA AYE. 
Weooriywy NY i294 


TELE "3S. 4euS 
an answer to the complaint which is her vewith served upon you, within 


days after service of this 


3 summons upon you, exclusive of the day of service. If you fail to do so, judgment by default will be 


aken against you for the relief demanded in the complaint 


Clerk of Court. 


Deputy Clerk. 


Clerk of Court. ; 


Deputy Clerk. 


Date: [Seal of Court] 


NOTE:—This summons is issued pursuant to Rule 1 of the Federal Rules of Civil Procedure. 


ry 


RETURN ON SERVICE OF WRIT 


! hereby certify and return, that on the day of 19 


@ received this summons and served it together with the complaint herein‘as follows: 


~~. 3 
>. al aS ) 
A Sele Vane 
poh See ee. owt 
ope aa ° 4 
pe NS: 
at tanes = Se  fl 
¥ 4 
ef 
’ ead asic 
ms 5 
MARSH ‘1's FEES ~ , ae, 
Travel $ United States Marshal. 
Service ‘ BY. os aa 
iy Deputy United States Marshal. 
Subscribed and sworn to before me, a , this 
day of ,19 


C3] [SEAL] Bees Z 


Note:—Affidavit required only if service is made by a person other than a United States Marshal or his Deputy. 
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{UNITED STATES DISTRICT COURT 
; EASTERN DISTRICT OF NEW YORK 


|GRACE TOWERS TENANTS ASSOCIATION, 
jet als: 


Plaintiffs, 
- against - 


‘GRACE HOUSING DEVELOPMENT FUND CO. 
[ees Fal. 


Defendants. 


OF LAW 


} 
| 
FEDERAL DEFENDANT'S MEMORANDUM 


! 
! 
Civil Action 

: No. 74 € 2714 
! 
' 
| 

- xX 


DAVID G. TRAGER 


United States Attorney 
Eastern District of New York 
225 Cadman Plaza East 


LEWIS F. TESSER 
“sistant U. S. Attorney 
(Of Ccunsel) 


Brooklyn, New York 11201 


STATEMENT OF FACTS 
path Lic deen Ho matali SO Bd aS 


The United States adopts as its own, for the purposes 
of this Memorandum, the Statement of Facts submitted by 
Defendants, Grace Housing Development Fund in its Memorandum 
of Law, with the additional facts that the Department of 
Housing and Urban Dev2lopment (HUD) repeatedly advised the 
plaintiffs of their ability to submit matters in opposition tuo 
the rent increase and of the willingness of KUD to reconsider 
the rent increase if evidence were submitted that would 


justify such a reconsideration. 


STATEMENT OF ISSUES 


rel A . P 

A. HA's approval of the rent increase is not subject to 
judicial review. 

B. Plaintitfs cannot assert a failure of due process. 


C. Due Process was afforded the plaintiffs. 


sy : , 
A. FHA's approval of the rent increase is not subject 


to judicial review. 

The plaintiffs have alleged that HUD's approval of 
the rent increase was based on insufficient evidence. (POINT 
II, PLAINTIFF'S MEMORANDUM OF LAW) . It is clear, however, 
that FHA's action is not subject to judicial review. 


In Langevin v. Chenango Court, Inc., 447 F.2d 296 


(2nd Cir. 1971), the Second Circuit was confronted with this 
precise issue. They held that the provisions of 5 U.S.C. 
§70l1(a) precluded judicial review because Congressional intent 
was discernible to make FHA's action unreviewable. The Court 
stated that: 


a mere claim of error, even of gross 
error, is net enough to escape the second 
exception in 5 U.S.C. §70l(a). And, 
whatever bounds the due process clause 
may set upon non-reviewability of agency 
action, [citations omitted] no cases 
goes to the extent of holding that due 
process mandates judicial review of 

an order approving - on the basis of an 
ex varte submission of facts - a rent 
increase to a landlord who nas benefited 
from a federal aid program. Ibid, 
303-304. 


B. Plaintiffs cannot assert a failure of due process. 


Plaintiffs claim that they were not afforded due 


We , ; : 
process by ‘Se when it determined that a rent increase was 


justified. 


However, plaintiffs are not entitled to due process in 
rL ep : . 
the context of BHA's determination. Langevin v. Chenanco 


Court, Inc., supra. 


In Langevin, supra., tenants in a federally assisted 


housing project for low and moderate income families sought 
to set aside certain rent increases approved by the Federal 
Housing Authority. The plaintiffs had requested, and been 
refused a hearing to contest the rent increase and they then 
claimed that the refusal had constituted a denial of due 
process. The court dismissed the complaint and after finding 
Congressional intent to promote "'the construction of hcusing 


b rivate enterprise'", explained why it was dismissing the 
Y P Pp P i 


complaint. 


The due process clause does not forbid 
Congress from deciding, if it wishes, 
*hat federal assistance to “private 
industry in providing housing for low 
and moderate income families and dis- 
placed families" in the form of in- 
surance and purchase of low interest 
mortgages need not be conditioned on 

the granting of an evidentiary hearing 
with respect to rent increases, but, 

in the absence of some governmental 
scheme of rent co.trel, whether general 
or particularized, riay instead be confincd 
to the decision of the experienced staff 
of the FhA, which has been instructed 


to subject rent increase applications 
to thorough investigation to the end 
that tenants should not be imposed 
uvon. The complementary objectives 

of Congress, admittedly constitutional 
and laudable, were to encourage private 
enterprise =o undertake the construc- 
tion of housing for low and moderate 
income and displaced families, thereby 
dispensing with the use of governmental 
funds for equity investment, and to 

see that an appropriate share o* the 
benefits of the federal assistance 

went to the tenants. 


In order to distinguish Langevin, supra., plaintiffs 


cite Burr v. New Rochelle Municipal Housing Authority, 479 
F.2d 1165 (2nd Cir. 1973). In that case, the Court modified 
an Order of the District Court which had granted plaintiffs an 
adversary hearing. The review court stated that 

Although we hold that due process 

requires certain procedural safe- 


guards before an across-the-board 
rent increase can be imposed by a 


municipal housing authority, we do 


not agree that a formal adversary 

hearing with attendant procedures 

is necessary. Ibid, 1166. Emphasis 

added. 

In other words, the Burr, supra., court recognized 

that a requirement of some due process was necessary in situa- 
tions "in which the landlord is a gevernmental body." Ibid, 
1169. In fact, Langevin, supra., cited by Burr, supra., when 
it enunciatcd the above quoted doctrine, had already made the 


same distinction. 


The determinative factor in the due process contention, 


the Langevin, supra., Court stated, was that in Langevin, ¢cupra. 


allowed the landlord to institute en increase upon the termina- 
tion of existing tenancies, as the landlord would have been 
legally free to do but for its regulatory agreement with the 
FHA." Langevin v. Chenango Court., Inc., supra. In the instant 
‘case, unlike Burr, supra., the landlord is not "a public 
corporation, organized under New York State law." (Surr v. 
New Rochelle Municipal Housing Authority, supra. 
Thus, the present action falls under the principles 
| of Langevin, supra. 
C. Due Process Was Afforded the Plaintiffs 
a Assuming arguendo, that. plaintiffs were entitled to 
due process protection, it is clear that they were afforded 


due process. 


In Langevin v. Chenango Court, Inc., supra., the 


landlord informed the tenants of FHA approved rent increases 


of 15% to 18% that were to be effective upon the expiration of 


existing leases. 


Many tenants failed to pay. Ata 
meeting with regional FIA officials 
they sought all information submitted 
by Chenango or developed by the FiiA 
relevant to the rent increases. They 
also sought an opportunity to present 
opposing material. ‘Tne FHA officials 
declined, and Chenango rejected a 
tenant proposal to escrow the amounts 
of rent increases pending an opportunity 
& to be heard. Ibid,. at -p. 299. : 


The tenants instituted suit and claimed chat the 


approval of the increases had violated the Duc ‘oecess Clause 


of the Fifth Amendment. After the Court stated its findings 
that FHA had not denied plaintiffs due process, it discussed, 
at pp. 301-302, a procedure that the FHA might require 
(absent countervailing considerations) of landlords seeking 
rent increases. The Court mentioned items such as notice, 
making data available to tenants, allowing tenants to submit 
short written submissions and a statement of reasons for 
granting approval to the rental increase. Such a procedure, 
the Court said, would aid both the FHA and the tenants. The 
Court then stated that “even such a procedure, however 
desirable, was not mandated by any relevant statute or by 

the due process clause of the Fifth Amendment." Langevin, 
supra. p. 302. 

the tenants the information submitted by the landlord relevant 


to the rent increased. In the instant case, not only was 


rent increase information given to the tenants, but, in fact, 
copies of all papers submitted to justify the increase were 


given to the plaintiffs (Plaintiffs Exhibit B, letter of 


Leon Weinberg). 
In Langevin, supra., the FHA officiais refused to allow 


’ 


the tenan‘s to present opposing material. In the instant car 


|o 


not only were the tenants allowed to present opposing material, 


but they were repeatedly reauested for such material. 


(Plaintiffs Exhibit 6, letter of Leon Weinberg). 


In Langevin, supra., the landlord rejected a tenan’s 
proposal to escrow the amounts of rent increases pending an 
Opportunity to be heard. In the instant case, at a compromise 
discussion, the tenants refused to accept such a proposal 
after all attorneys for all parties had agreed that an escrow 
arrangement would be fair for everyone. 

If the tenants were not denied due process in Langevin, 


Supra., it would certainly be anomalous to conclude that 


tenants.in this action have been denied due process. 


CONCLUSION 


It is respectfully submitted, therefore, that all 


relief sought by the plaintiffs should be denied. 
Dated: Brooklyn, New York 
January 4 , 1975 


Respectfully submitted, 


DAVID G. TRAGER 

Unitec States Attorney 
Eastern District of New York 
225 Cadman Plaza East 
Brooklyn, New York 11201 


LEWIS F. TESSER 
Assistant United States Attorney 
(Of Counsel) 
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UNITED STATES DISTRICT CoyPT 
EASTERN DISTRICT OF HEW YORK 


GRACE TOWERS TENANTS ASSOCIATION, 


et al. ; 
Plaintiffs, 


-against- No. 74 C 1714 
GRACE KECUSING DEVELOPMENT "UY January 15,1975 
CO. INC.; et al., 


Appearances: 
"THOMAS HN. ROTHSCHILD, ESQ, 
Attovnsy for Plaintiffs 
IGM] M. ALLBRAY, ESQ, 
OF Counsel 


GREENE? & ISTRO, ESQS, 
Attorneys for Defendants’ 
SHLLUGY OSTRO, ESQ, 
O£ Counsel 


DAVID G. TRACER, ESQ. 
United States Attorney 
Eastera District of New York 
LEWIS F, TESSER, ESQ. 
Assistant U. S, Attorney 
Of Counsel 


BRUCHHAUSEN, D. J. 


This is a class action, instituted by and on 


behalf of tenants and their tenant association against 

the owner, Grace Housing Development Fund Co. Inc. The 

owner is a non-profit housing corporation whose purpos? 

is to provide housing accommodations to low income farni- 

lies. The defendant is federally subsidized and insured, 

| pursuant to Section 221(d)(3) of the National Housing Act, 

12 U.S.C. 1715 l(a), and receives rent supplementation on 

behalf of 10% of the tenants, pursuant to 12 U.S.C.179ifs).) 
The plaintiffs seek a preliminary injunction, 


enjoining, the owner from increasing their rents and re- 


straining all eviction actions, pending in the appropriate | 


State courts until the trial of this action is cencluced. 


The hearing on the preliminary injimetion was 
heard on January 9, 1975. At this hearing proof estab- 
lished that the housing project was constructed with cub- 
stantial local and federal funds thereby subject to their 
rules and regulations, including among, other things, 
rental increases. The landlord thereupon applied to the 
Houcing of Urban Development (HUD) for an increase of the 
rentals because the project was running at a deficit. | 
The landlord, at the request of HUD, supplied all necess- 


ary information, relevant to justify the increase, The 


regulations did not require tenant participation on the 
proposed rent increases, The federal agency acted upon 
the proposal of the landlord and ania a 23% rent 
increase, effective October 1, 1974. A letter to this 
effect was mailed on August 97, 1974 by *the landlord to 
each tenant, residing in the project. A letter, dated 
September 12, 1974, was then ad ti to HUD on behalf of 

the tenants, indicating that as a result of a meeting, 

held on September 10, 1974, certain understandings were 
reached wetween HUD and the representative of the tenants, | 
Igou M. Allbray, Esq., pPltf{'s Ex. 2° A letter, dated _ | 


Septenber 19, 1974, mailed to Igou M. Allbray, Esq. from 


| 


HJD clarified its position and agreed to make available 
all material, submitted by the landlord to substantiate 


: 


its position for this rental increase. Plitf's Ex. 3. 


The tenants were given an opportunity to submit evidence, 
indicatiug that the position of the landlord was inaccu- 
rate or untrue. A second meeting, - held on September 
20, 1974, at which time the submitted material by the 
landlord for the increase was made available to the 


tenants, however, nothing was submitted by them indicatin 


ee ee ee 


any inaccuracies or untruths therein. 


It was agreed, prior to the hearing, that the 


Court must first determine whether or not the tenants 


were deprived of due process by not being present prior 


and during the determination by HUD for this rent in- 
crease zad, secondly, whether or not the federal agency's 
determinaciocn is subiect to judicial review. 


In Langevin v. Chenan,o Court, Inc. 447 F.2d 
‘ io] > > 


296(1971) (Cir. 2) the Court held in part at pages 303- 
304: ' 


eke hold only that a mere claim of error, 

even of gross error, is not enough to escape 

the second exception in 5 U.S.C. § 701(a). | 
And, thatevec bounds the due process clause | 
may set {pon nonreviewability of agency action, 
see | Davis, Aduinistrative Law Treatise §§ : | 
23,18 and 28.19; Jaffe, Judicial Control of 
Administrative Action 381-89 (1965), no case | 
gyoes to the extent of holding that due pro- 

cess ismndates judicial review of an order 
approving - on the basis of an ex parte sub- 
inission of facts - a rent increase to a land- 
lord who has benefited from a federai aid 
program, " 


Furthermore, the federal agency in this case 


scheduled and l:eld two separate mectings with the plain- 


tiffs, subsequent to the granting of the rent increase. 


| 
| 
| 
| 
| 
| 


disprove the position of the owncr. 


‘to submit 


It exhi 


De 


bited to the tenants copies of all documents sub- 


mitted by the landlord for the proposed increase, and 


invited information, if any, to be submi‘ ted by them to _ 


‘agency. 


urged that the Lang 
or overrule 


498 F.2d 937. However, 


able. 


The tenants failed 


any such information, requested by fhe federal 


During the hearing, counse). for the tenants 


evin case, supra, has been weakened 


d by Lopez v. Henry Phipps Plaza South, Inc., 


The Court held in part at page %2: 


NxkkWye therefore hold that Phipps was subject 
to the same due process requirements with 
respect to eviction that apply to a municipal 
housing authority. We do not here go beyond 
teuant eviction and selection,, which we have 
already considered in Male; we leave open 
what, if anything, due process requires with 
respect to rent increases in a project such 


as this. 
1243, 


Compare Hahn v. Gottlieb, 430 F.2d 


124641249 (1 Cir. 1970); Langevin v. 


Chenango Court, Inc., 447 F.2d 296 (2 Cir... 


1971)." 


The Court, after reviewing the evidence to- 


gether with the applicable law, concludes that the plain- 


tiffs were not denied due process and secondly, that the 


that case is clearly distinguish- | 


| 
| 


< - 
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determination of the federai . ;ency is not subject to ‘ 


judicial review. Lanzevin v. Chenango Court, Inc., 
supra. 


It follows, therefore, that the motion for a 


preliminary injunction is denied and the complaint is 


dismissed on the merits. 
It is so ordered, 
Copics hercof are being forwarded to the 


attorneys for the parties. 


+ 


Uh Fer Brecdautors 
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'GRACL HOUSING DEVELOPMIE IT FUND . 
CO. 2.5 66.885 


vefondants. 


A memorandum and order of the Honorable Walter 


| 
| " nee eee 
See ecenlior United States 


OIstric’: Judee, Navina been 


filed on January 15, 1975, tho sourt having concluded that the 


| 


i Qe ee ig: Po : 
area Were n@ denied iiae process and Secondly, that the 


; determination of the federal agency is not subject. to judicial 


! 
jreview and therefore aenying the motion for a preliminary in- 
|! ° 


{| 
Hjunction and dismissing the complaint, it is 


! 


ORDUPTD and ADJUDGED that the motion for 
| 


a pre- 


(liminary injunction is denied anu tie complaint is Gisnissed_95Hh the 
! 


imerits. 
Dated: Brooklyn, New York 
January 16, 1975 


so 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


LL LES EL LY SS OOS SS Se SED Se SS Os ns Sb cen Oh On esa ae ete enlace X 
GRACE TOWERS TENANTS ASS'N., ete ? 
et al., 
Plaintiffs, 74 Civ. 1714 
. NOTICE OF APPEAL 


GRAC::; HOUSING DEVELOPMENT FUND 
CO., INC., etc., et al., 


Defendants, 


‘Betics is hereby given that GRACE TOWERS TENANTS ASS'N., 
etc., et al., plaintiffs in the above action, hereby appeal to the 
United States Court of Appeals for the Second Circuit from the 
final judgment entered in this action tin the Sh day of 


January, 1975, 


f 
THOMAS N. ROTHSCHILD, [SO. 
Attorney for Plaintiffs 
East New York Legal Services 
503 Pennsylvania Avenue 


Brooklyn, New York 11207 


bated: 1/27 fy 


Brooklyn, New York 


“UNITED STATES DIS'?7RICT COURT 
EASTERN DISTRICT OF NEW YORK 


ES Ais REE Eat ie Sa) EES eee oes nee eee X 
‘GRACE TOWERS TENANTS ASS'N., etc., 
(@t al. 74 Civ. L7ie4 
Plaintiffs, NOTICE OF MOTION 

-against- ° : 
GRACE HOUSING DEVELOPMENT FUND 

CO:;, INC... 6tecs,. et ale, 

Defendants. 

wee ene |. ee en ee ee ee site eset diecaiiapeliacsiane 


Notice is hereby given that the attached motion will 
come on for a hearing before this Court at !@O-—o'clock in 
so 2 ruce 
the eve noon senttasy ‘7 oe 1975, under the provisions of 


28 U.S.C. 1915, FRAP Rule 24. 


THOMAS N. ROT SCHILD, BOQ. 


Attorney for Appellant 

East New York Legal Services 
503 Pennsylvania Avenue 
Brooklyn, New York 11267 
Tel: 385-4045 


wv 
Dated: 144° 
base Nek York 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NW YORK 


ee re ee ee eee ee re ee ee oe ee ee ee ee ee ee ee x 
GRACE TOWERS TENANTS ASS'N., etc., 714 CL... X7E6 
Ct ak, 
MOTION FOR LEAVE TO 
Plaintiffs, APPEAL IN FORMA 
. PAUPERIS AND FOR 
-against- a TRANSCRIPT TO BE 
; FURNISHED AT THE 
GRACE HOUSING DEVELOPMENT FUND EXPENSE OF THE UNITED 
co. ING. etc., et ak. STATES 
Defendants. 
ee ee a a ee em me eee ee oe ».4 


Plaintiffs RACE TOWERS TENANTS ASS'N., etc., et al., 
moves the Court for an order permitting them to prosecute an 
appeal from the judgment entered herein on the IS, day of 
January, 1975, in forma pauperis, pursuant to 28 U.S.C. 1915 and 
in support thereof attach the affidavit of said appellants. 

Plaintiffs further move the Court for an order that 
all proceedings at the trial herein be transcribed at the expense 
of the United States on grounds that plaintiffs are unable to pay 
for said transcripts as set out in the aforementioned affidavit 
and that said proceedings at the trial herein are material to the 


substantial questions presented on said appeal. 


THOMAS N. RCTHSCHILD, ESQ. 
Attorney for Plaintiffs 

East New York Legal Services 
503 Pennsylvania Avenue 
Brooklyn, New York 11207 
Tel: 385-4045 


paceas() 17,(4 ia 
Brooklyn, New York 


‘ UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANTS ASS'N., 
Gt. O14 44. Civ¥.-:3714 
Plaintiffs, AFFIDAVIT IN SUPPORT 
OF MOTION FOR LEAVE 
-against- TO APREAL IN FORMA 
“ PAUPERIS AND FOR 
GRACE HOUSING DEVELOPMENT FUND ; TRANSCRIPT 
CO.., INC. , @tc., Ge abay 


Defendants. 


I. BENNIE MASON, being duly sworn, deposes and say that 
I am a tenant of Grace Towers, residing at 2060 Pitkin Avenue, 


Brooklyn, New York and president of the Grace Towers Tenants' 


‘Association and a named plaintiff in the above titled class action; 


that in support of plaintiffs' motion to proceed on appeal without 
 peing required to prepay fees, costs or give security therefor 
or pay for a transcript of the proceedings, I state that neither 
I personally, the tenants' association, nor a majority of the 
members of the tenant class personally are able ‘6 pay the costs 
of said proceeding or to give security therefor; that I believe 
plaintiffs are entitled to redress; ‘ed that the issues which 
plaintiffs desire to present on appeal are the following: 

1. that the tenants of Grace Towers, the Association 
and I were denied our rights to due process with respect to a rent 
increase requested by defendants Grace HDFC, Underwood and. Evans 


and approved by defendant Lynn, as Secretary of HUD. 


> 


 P That plaintiffs are entitled to judicial review of 
HUD's determination granting the increase. 

I further swear that the statements set forth below 
relating to my and other plaintiffs' ability to pay the cost of 
prosecuting the appeal and paying for the transcript are true. 

. 1. I am presently unemploye: rf 

2. My sole source of income is New York State unem- 
ployment benefits amounting to $95.00 per week. 

3. My former employer went out ‘of business in December 
of 1974 and I have been receiving unemployment benefits since 


December 21, 1974. 


4. Prior to the termination of my employment, I was 


earning $150.00 per week. 


5. I am the sole support of my family, consisting of 


myself and my wife, a housewife. 


6. Both my wife and I have considerable medical expenses} 


‘aS to myself these arise from a severe injury to the leg, 


7. My wife and I have no cther source of income but 
unemployment benefits. 

8. My wife and I have no other valuable sina or own 
rea. Or perscnal property other than necessary houshold items, 
clothing and an automobile, valued at $300.00 which I will r-ed in 
the event that I obtain employment. 


9. ELIZABETH BOONE, a tenant and secretary of Grace 


Towers Tenants' Ass'n., the other named plaintiff, is a recipient 


of public assistance and is without any property or assets other 


than necessary household items and clothing. 


10. The Grace Towers Tenants Association has assets 


of less than $75.00. 


“A 
‘- (es 


BENNIE MASON 


SWORN TO BEFORE ME 


\ 3 
THIS SKS day of January, 1975 


. 


Notary Public 


IMOCENMIA QUINONES 
.0t1ry Pub! > State cf New York 
‘Me. 24-45°4973 
Qual'fied ic Kings County , 
Commission ixpires March 30, 197 2” 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


------ eran nnn nn een nn nnn 2X 
GRACE TOWERS TENANTS ASS'N., etc., 74 Civ. 1714 
et al., 
ORDER GRANTING LEAVE TO 
Plaintiffs, PROSECUTE APPEAL IN 
FORMA PAUPERIS 
-against- AND FOR A TRANSCRIPT 
TO BE FURNISHED AT THE | 
GRACE HOUSING DEVELOPMENT FUND EXPENSE OF THE UNITED | 
CO.., INC. etc... Gt O2..; STATES | 
Defendants. 
ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee xX . 


- This .cause having been heard on motion of plaintiffs 
GRACE TOWERS TENANTS ASS'N., etc. et al that they be authorized to 
prosecute an appeal from the judgment entered herein on the \ Ste. 


day of January, 1975, in forma pauperis, said motion being 


supported by affidavits of the said plaintiffs that they are unable: 
to pay the costs of said appeal or give security therefor; 

It being further moved py plaintiffs that the proceedings 
at the trial herein be transcribed at the expénse of the United 
States; 

And it appearing to the Court that .ne motions should 
be granted, | 

IT IS ORDERED that the appellants GRACE TOWERS TENANTS 


ASS'N. etc., et al. be and are hereby permitted to prosecute said 


appeal in forma pauperis, and 


It is further ORDERED that the proceedings at the trial 
herein be transcribed and furnished plaintiffs at the expense of 


the United States. 


“Were AWE (4 wen-Fr ivilouy | 


ly | 


WALTER BRUCHHAUSEN 
United States District Judge 


Xlorusen © 
Dated: dcanvary~ pe he i" 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANTS ASS'N., etc., 
et al., CIVIL ACTION NO. 
Plaintiffs, 74 C 
~against- ORDER TO SHOW 


; CAUSE 
GRACE HOUSING DEVELOPMENT FUND ; 


CO., INC., etc., et a ; AND TEMPORARY 
5 RESTRAINING ORDER 
Defendants. 


Upon the summons and complaint herein and upon the 


affidavits attached hereto, it is 


ORDERED, that the defendants or their attorneys 


show cause at a motion term of this court to be held in Court 
Room 5 in the United States Courthouse, 225 Cadman Plaza East, 
Brooklyn, New York, on the \f day of December, 1974, at fc 
1M. or as soon thereafter as counsel may be heard, why 
Plaintiffs herein should not be granted the following relief: 
1. An order pursuant to Rule 23 of the Federal Rules 
of Civil Procedure, directing that the within action be prose- 


cuted as a class action, the class consisting of all residential 
tenants of Grace Towers who are or may be subject to rent 


iicreases on October l, 1974. 


2. An order pursuant to Rule 65(a) of the Federal Rules 
of Civil Procedure enjoining, pending the final judgment herein, 
defendants Grace HDFC, Jacob Underwood and Maria Evans, their agentk 
and all persons in active concert with them, from increasing or 
attempting to increase the rent of any plaintiff over and above 
‘"he monthly rental in effect September 1, 1974, and from com- 
| mencing or prosecuting summary or other proceedings against any 
plaintiff in state court based in whole or in part upon any such 
increase, on the grounds that such increase, in the circumstances 
herein, constitutes a denial to Plaintiffs of due process of law 
and is not warranted bo the application to FHA, and unless such 
relief is granted, Plaintiffs may be evicted by summary proceedings 
resulting in irreparable injury to them and mooting of their 
claims, as to all of which plaintiffs have no adequate remedy at 


law. 


_ 3. An order pursuant to 28 U.S.C. §1915 waiving the 


security requirement of Rule 65(c) of the Federal Rules of Civil 
Procedure, on the grounds that plaintiffs are persons of low and 
moderate income, many dependént in whole ba Part upon public 
assistance and all without substantial assets, who therefore are 
unable to post security herein. 


4. For such other and further relief as to the Court 


may see just. 


IT IS FURTHER ORDERED, pursuant to Rule 65 of the 
Feceral Rules of Civil Procedure, that defendants Grace HDFC, 
Jacok Underwood & Maria Evans, their agents and all per sons in 
active concert with them are temporary enjoined, pending the 
hearing for a preliminary injunction, from increasing or 
attempting to increase the rent of any plaintiff or memker of 
the proposed plaintiff class over and akove the monthly rental 
in effect Septemker 1, 197 a.a from commencing or prosecuting 


/ 
summary or other proceedii.x against any plaintiff in state 


court based in whole or in part panes Ae such increase, on the 
f / 


grounds that such increase, in right veupenannes herein, 
constitutes a denial to plaintiffs of due process of law and 
is not warranted by the pet tet ton to FHA, and unless such 
relief is granted, vid ieited sas ke evicted ky summary 
proceedings, resulting in irreparable injury to them and 
mooting of their claims,’as to all of which plaintiffs have no 
adequate remedy at law. 

iT Is ronpfen ORDERED, pursuant to 28 U.S.C. §1915 
that plaintiffs are not required to post security as required 
ty Rule 65(c) ¥ the Federal Rules of Civil Procedure. on the 
grounds that plaintiffs are persons of ee and moderate income, 
many Peay a in whole or part a public assistance and all 
withou ‘ubkstantial assets, who therefore are unatle to post 
secur ity herein . 


IT IS FURTHER ORDERED, that service of this order 


and the affidavits and papers upon which it is basei be made on 


the defendants Grace Housing Development Fund Co., Inc., Jacob 
Underwood, and Maria Evans, and upon the United States Attorney 
for the Eastern District of New York, on or before the 
day of Decenter, 1974, at or before 4:30 in the afternoon of that 
day . Service may be made by the attorneys for plaintiff. 

At the United States Courthouse 


Cadman Plaza East 
Brooklyn, New York 


On this day of December, 1974 


UNITED STATES DISTRICT JUDGE 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANTS ASSOCIATION 
Gt Alx., 


AFFIDAVIT 
Plaintiffs, 
~against- 


GRACE HOUSING DEVELOPMENT FUND Cons 
INC.; et al, 


Defendants. 


STATE OF NEW YORK 


COUNTY OF KINGS 


) 
}) Ses: 
) 


THOMAS N. ROTHSCHILD, being duly sworn, deposes and 


1. I am the attorney for plaintiffs herein and make this 
affidavit in support of an application for a preliminary injunction 
2, This action is brought for declaratory and injunctive 
relief agai:st certain actions by defendants which deny plaintiffs 
due process of law as set forth by the Court of Appeals in 
Burr v. New Rochelle Municipal Housing authority, 479 F.2d 1165 
(2d Cir. 1973) and other cases. The ‘practices include application 
for a _3% rent increase applicable to plaintiffs and those they 
represent by ssiidanes Grace HDFC, Underwood and Evans and 
approval of same by defendant Lynn as Secretary of HUD without no- 
tice to plaintiffs and without opportunity to review and submit 
material in opposition and without a determination by HUD based 
On plaintiffs' and defendants' submissions. 


3. Defendant Grace HDFC owns and operates Grace Towers, 


Loy 


a low and moderate income housing project wherein plaintiffs 


reside. In acquiring, constructing and operating this project, 


located in an urban renewal area, Grace HDFC is carrying out a 
state purpose, with extensive state and local subsidies, and in 
accordance with broad agreements with and restrictions ky local 
government, as more fully set forth in paragraphs "10" through 
"17" of the complaint and Exhibits 1 and 2 thereto « be (Of thee; 
we Mahieu, demonstrates that the activities of Grace HDFC 
constitute "state action " | 

4. The mortgage on Grace HDFC is also subsidized and 
insured by the Federal Housing Administration pursuant to 
Section 221(d) (3) of the Netional Housing Act, and as a consecuence 
thereof Grace HDFC entered into a Regulatory Agreement with the 
Commissioner of FHA, as described in Paragraphs "18" and "]9" 
of the complaint and Exhibit 3 thereto. By this agreement, 


Grace HDFC is required to use a form of lease prescribed by the 
Commissioner. 

5. Defendants Grace HDFC and Evans have commenced 
summary proceedings kased on non-payment ot vent against named 
plaintiff Mason, and against other members of the proposed 
plaintiff class, based upon the 23% ‘rent increase approved by 
HUD, effective October 1, 1974. 

6. At least one of these proceedings is currently 
pending in the Housing Part of the Civil Court of the City of 


New York, County of Kings . The attorney for Defend=nts (pet- 


itioners in State Court) has informed me that he hes « Llowed 


other proceedings to lapse because of dissatisfaction with the 


pleadings, but intends to recommence them at the earliest 


possible time. a 


(-2-\ jos 


7. Prior to obtaining an increase of Plaintiffs' rents 
plaintiffs were entitled to written notice of defendant Grace 
HDFC's application to HUD for the increase, to an Opportunity to 
review material sent in Support of the application, an opportunity 
to submit material in opposition to the increase, and a HUD de- 
termination in writing based on all this material. 

8. None of these rights were afforded to plaintiffs 
by defendants. 

$. Ail of the foregoing is eet forth clearly and in 
more detail in the affidavits of plaintiffs Mason and Boone in 
support of this application. 

10. Plaintiffs believe this action is appropriate for 
adjudication as a class action, as more clearly set forth in 
paragraphs "21" through "23" of the verified complaint and 
Point II of the Memorandum of Law in Support of this application. 
The plaintiff class would consist of all tenants of Grace Towers 
who are or may be subject to the same sorts of arbitrary action 
against them by defendants as against named plaintiffs. 

N 

ll. We believe that the class fulfills all the require- 
ments of Rules 23, F.R.C.P. as eines in the complzint and argued 
in our Memorandum. 

12. We are requesting a class determination at this 
early stage, together with a preliminary injunction, to protect 
all members of the plaintiff Class as well as named plaintiffs, 
pending trial, from danger of eviction due to arbitrary action 
by defendants as a result of plaintiffs declining to sign new 


leases in the amount of 23% increase or for declining to pay the 


tOto (~3~\ 


increases. We have been informed that other members of the class 
are now or have been subject to arbitrary actions ty defendants 
as complained of herein, and that at least three persons, other 
baie named plaintiffs, are presently subject to evietion for 
non-payment of rent. Plaintiffs and class members are subject 
to the same irreparable injury in the absence of a preliminary 
injunction, as alleged in the complaint: and the affidavits of 
plaintiffs Mason and Boone. 

| 13. Plaintiffs seek a preliminary injunction on 
behalf of themselves and those they represent in order to 
stay’. summary proceedings for non-payment of rent, as set 
forth in paragraphs "5" and "6" of this affidavit, because of 
the drastic nature of the judgments which may otherwise be 
entered against them as set forth herein, resulting in their 
eviction from their homes. Since defendants Grace HDFC, 
Underwood and Evans have generally twenty (20) days to answer 
the complaint and the U.S. Attorney has sixty (60) days to 
answer for defendant Lynn, Secretary of HUD, plaintiffs need 
a preliminary injunction to maintain the status quo until 
this case can be heard on the merits. Therefore plaintiffs 
seek an order to show cause based on affidavits and served 
with the complaint. 

14. Additionally, plaintiffs seek a temporary 
restraining order to prevent defendants from obtaining 
judgments of eviction before this motion can be heard. Depon- 

ent has been informed by the attorney for these defendants 
that he intends to prosecute the proceedings as rapidly as 


possible and is unwilling to adjourn them pending the hearing 


Of this motion. 


lo7 


A restre ning order is therefore requir 2d to prevent the 


irreparabl( injury which might otherwise result. 


15. As set forth in the affidavits of Bennie Mason 
and Elizabeth Boone, plaintiffs ask that requirements for a 
bond be waived in that plaintiffs and members of plaintiff class 
are persons of lower income without substantial assets, who 
would be severely harmed by such requirement, while defendants 
risk no irreparable financial loss if the application is granted. 
16. Plaintiffs have no remedy at law. 
17. No prior application has been mes for the 
relief sought herein or any similar relief to any court or 
judge thereof. 
18. I have notified by telephone Sheldon Ostro, 
Esq., the attorney for defendants Grace HDFC, Underwood and 


Evans, of my intention to make this application on Friday, 


December 6, 1974, and he has informed me he intends to appear. 
I have also spoken by telephone to Cyril Hyman, Esgq., Deputy 
Chief of the Civil Division, United States Attorney's Office 
for this District , and informed him of my intention to make 
this application. . 
WHEREFORE, deponent respectfully requests that the 
action be ordered to proceed as a class action, that a pre- 
liminary injunction be issued, pending trial of the action, 


enjoining and restraining defendants from all actions in state 


court to evict plaintiffs or increase their rent without adequate 


] | = bp process rights and waiving Pe tlc = for a ond, and that 


mney restraining or a ainst Hate procsads TAGs issue Reming Of Wine motine 
the court pie 


grant leave to plaintiffs' attorneys to s 


order and the affidavits and papers on which it is based on the 


lO 


defendants Grace HDFC, Underwood and Evans and upon the 


U.S. attorney for the Eastern District of New York as 


sufficient service. 


Wl 


THOMAS N. ROTHSCHILD 


Sworn to before me 


this 4S57H day of Decem BEL , 1974 


CSstilttgO 


Neto: aps . * wk 


° C rd 
Commission Expires March 39, 1976 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANTS’ ASSOCIATION, AFFIDAVIT 
et al.,; 
Plaintiffs, 
~against- 


GRACE. HOUSING DEVELOPMENT FUND 
CO., INC., et al., 


Nefendants 
STATE OF NEW YORK) 
) SS.3 
COUNTY OF KINGS ) 

BENNIE MASON, being duly sworn, deposes and says: 

l. I am one of the named plaintiffs in the within 
action, and make this affidavit in support of the application for 
a preliminary injunction. 

2. Together with all the named plaintiffs and all 
members of the plaintiff class, I reside in Grace Towers, a low anc 


moderate income. development, with 168 residential units in two 


| buildings located at 272 Pennsylvania Avenue, and 2060 Pitkin 


Avenue, Brooklyn, N.Y., I reside at 2060 Pitkin Avenue, and am 
president of plaintiff Grace Towers Tenants' Association. 

3. Grace Towers is owned and operated by defendant 
Grace HDFC, defendant Jacob Underwood is its president and chairma 
of its board, and defendant Maria Evans is its managing agent. 

4. On or after August 27, 1974, I and each member of 
the Plaintiffs' class received a copy of a letter advising me that 
my rent would be increased 23%. In my case this meant a change 
from $170.00 to $209.10 per month. This was the first notice of 


any kind received by Plaintiffs and members of the Plaintiffs clasd 


regarding any rent increas- or application therefor. 


5. Neither I tor any plaintiff or class member was 


oe given any notice of defendants’ Grace HDFC, Under» .0d or Evans 
application to FHA for the increase prior to its approval, nor 
were we given any opportunity to review material sent to FHA used 
to support the application nor to submit material to FHA in 
opposition to the application; nor did we ever receive a writte. 
determination on this application from FHA. 

6, Thereafter, and on Friday, September 20, 1974, a 
delegation of Grace Towers Tenants' Association including myself mdt 
with George Brown, the Acting Director of Loan Management of FHA, 
a constituent agency of HUD. . The meeting was held at FHA offices 
at 666 - 5th Avenue, N.Y.C. At this meeting Mr. Brown agreed to 
supply the Association and its legal counsel and accounting 

ee consultants with all materials submitted by Grace HDFC in applica- 
tion for th< rent increase, See Exhibits 3,5 and 6 to the 
complaint. 

7 I believe that due to the nature of Grace Towers 
and Grace HDFC, as set forth in the complaint and exhibits, and 
the affidavit of my attorney, ‘naomas N. Rothschild, Esq., I and 
other plaintiffs and class members are entitled to those procedural 
due process rights set forth above in Paragrap! 3 and in the compldin 

8. Certain tenants, members of the Plaintiffs' cla.s, 
have to my knowledge been required to pay fees, over and above 
their rent, for various services, ‘These include: 


a) Rental of apartments in Grace Towers. 


b) Transfers by _-nants of Grace Towers j Me 
ie from one apartment to another within the 
project, 


c) Parking spaces in the project lot. 
d) Use of the community room located 
in one of the buildings. 
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e) Certain repairs made in the project 
‘resultiig from damage allegedly the 
fault ot a tenant. 


9. 


Because TI only know some of the 167 tenants of 


Grace Towers, I do not know the full extant of these charges, but 


on information and belief, imposition of these charges is a 


frequent if not general practice of Defendants Underwood and Evans, 


the principals of Defendants Grace HDFC, and has resulted in 


considerable income. 


10, On information and belief, Grace HDFC receives incofte 


from coin-operated laundry facilities located in the project. 


ll. On information and belief, none of the above income 


was ever reported to FHA by the other Defendants, nor does a perusal 
of the increase application materials ultimately supplied to us by 
FHA (Exhibit 6 to Complaint) reveal a report of such income. 

| 12. As set forth in Paragraphs 10-12:- the affidavit of 
Elizabeth Boone submitted in support of this application. 
Defendants Grace hDFC, Underwood and Evans are not providing 
services contracted for in the lease. 

13. As set forth in Paragraphs 13 and 14 of the affi- 

davitof Elizabeth Boone submitted in support of this application 


Grace Towers is upon information and belief being m.aaged 


by members of the Board of directors of Grace HDFC and 
members of the board are employees of the operation managing 
Grace Towers. 
14. On September 26, 1974, defendant Evans called me 
¥ to her office at 2060 Pitkin Avenue and asked that I sign a new 
* e lease with an increase of the rental costs from $170.00 to $209.10 


per month. I declined to sign the new lease. 


> (~3-| 


Stay of all non-payment proceedings is granted, plaintiffs may be 


15. On or after October 1, 1974, I received a copy of 


a notice cf petition and petition in a summary proceeding for 


possession, alleging non-payment of rent, based upon the increased 
rental of $209.10 per month, in spite of the violations of my 


rights involved in obtaining that increase, as set forth in this 


action. The proceeding is entitled Grace Housing | 


Development Fund _ 
Co., et al., v. Bennie Mason, et al.,Civil Court of the City of 
New York, County of Kings, Index No. L&T 66211 of 1974. This 
proceeding is cu: ently pending 

16. On information and belief, at least two members of 
the plaintiff class, other than named Plai tiffs, « received 
such papers. 

17. Certain of the "non-payment" cases were dismissed 


in the Housing Division of Civil Court, Kings County through 


inadvertence and will have to be restored to calendar. Unless a 


faced with an order of possession against us and in favor of 


defendants which would result in eviction from our 
‘ S 
Ourseives, our families and our possessions. 
/ 
28. Because of the drastic and irreparable injury we 


homes of 


face, a preliminary injunction is sought, pending the trial and 


final determination of this action. A determination as to class 


Status is also sought. No harm will be suffered by defendants as 
a result of such a stay of the 23% rent increase or of the non- 


payment proceedings. 


19, All of the named plaintiffs are persons of low 


income; most are recipients of public assistance. I personally 


earn $160.00 per week as a brake operator ($8320.00 per annum) 
and care for myself and my wife. In addition, my wife and I have 
extensive medical bills arising from our poor health. We de not 
receive medicaid. Should I be required to pay more than the 
$170.00 rental I will be unable to go to the doctor. I own no 
asse ts other than personal clothing and household furnishings of 


no substantial value. 

vanbaiineiies risk no irreparable financial loss if this 
application is granted as compared to the great injury I, and othe 
plaintiffs would suffer if it is denied. For this reason I ask 
that the requirement of a bond be waived. 


WHEREFORE, PLAINTIFF respectfully requests that an order 


be entered allowing this action to procéed as a class action, and 
g 


the application for a preliminary injunction be granted as prayed 


7] 


for without requirement of a bond together with such other and 


furthe: relief as may be just, proper and equitable. 


Sworn to before me this : 


27th day of louse, 1974 ( Oka Veh t ; Wd 


Shh FB Bennie Mason 


‘a Public 
HOMAS N. ROTHSC} 
Notary Public, State of pi 
No. 24. 4526073 
Qualified it Fixes Coun 


ission Expires giarch 30, 1526 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANTS ' ASSOCIATION, 
et al., 
Plaintiffs, AFFIDAVIT 
~against- 


GRACE HOUSING DEVELOPMENT FUND CO: ; 
INC., et al.,; 


Defendants. 


STATE OF NEW YORK) 
) 


COUNTY OF KINGS ) 

ELIZABETH BOONE, being duly sworn, deposes and says: 

1. I am one of the named plaintiffs in the within action 
and make this affidavit in support of the application for a 
preliminary injunction. 

2. Together with all the named plaintiffs and ali mem- 
bers of the plaintiff Class, I reside in Grace Towers, a low and 
moderate income development, with 16% residential unics in two 
buildings located at 272 meDDAYLYARED Avenue and 2060 Pitkin Avenue 
Brooklyn, New York. I reside at 2060 Pitkin Avenue, Apt. 2M and 
am Secretary of plaintiff Grace Towers Tenants Association. 

3. Grace Towers is owned and operated by defendant 
Grace HDFC, and defendant Jacob Underwood is its President and 


Chairman of its board. 


4. On or after August 27, 1974, I received a copy of a 


letter advising me that my rent would be increased 23% from 


$230.00 per month to $282.90 per month effective October 1, 1974, 


MWS 


and that the U.S. Department of Housing and Urban Development (HUD) 
had approved the increase. 

5. Neither I nor any plaintiff or class member was 
given any notice of defendants' Grace HDFC, Underwood or Evans 
application to FHA for the increase exiot to its approval, nor 
were we given any opportunity to review material sent to FHA used 
to support the application, nor to submit material to FHA in 
opposition to the application; nor- did we ever receive a written 
determination on this application from FHA. 

6. On Friday, September 20, 1974, a delegation of Grace 
Towers Tenants Association including myself, met with George Brown, 
FHA's.Acting Director of Loan Management in HUD's offices at 
666 Fifth Avenue, New York City. At this meeting Mr. Brown agreed 
to supply the Association and it: legal and accounting consultants 
with all materials submitted by Grace HDFC in application for the 
rent increase. See Exhibit 5 attached to the complaint. 

7. On Monday, September 23, 1974, I picked up these 
materials from HUD's employee, David Buchwalter at 666 Fifth Avenue 
New York City. See Exhibit 6 attached to the complaint. 

"ea I believe that due to the nature of Grace Towers and 
Grace HDFC, as set forth in the complaint and exhibits, and the 
affidavit of my attorney, Thomas N. Rothschild, Esq., I and other 
plaintiffs are entitled to those procedural due process rights set 
forth in paragraph 5 above and in the complaint. 

9. On September 27, 1974, defendant Evans called me to 


her office at 2069 Pitkin Avenue, aid asked that I sign a new lease 
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with an increase of the rental costs from $230.00 to $280.90 per 


month. I declined to sign the new lease. 


10. As claimed in Paragraph 36 of the complaint defend- 


ants Grace HDFC, Underwood and Evans in violation of statute, regu- 


lation and their obligations under the lease failed to provide 


services to tenants, 


members of plaintiffs class in that inter 


alia: 


a) Electrical Wiring is generally defective throughout 


the project, is hazardous to life and unable to Support normal 


electrical usage and affects all tenants. 


b) Apartments are generally vermin infested. 


c) Roof leaks cause damage to the apartments of th ose 


tenants living on the upper floors. 


ad) Heat is inadequate on upper floors of the project, 


so that same tenants, members of plaintiffs class receive in- 


sufficient heat. 


e) Elevators are frequently non-functional, affecting 


all tenants on upper floors, 


‘ 


f) Security measures and guards services promised to 
es t 


all tenants as inducements to rent and upon which tenants relied 


have not been provided. 


g) Security gates on first floor windows promised to 


tenants on the first floor have not: been Provided in violation of 


promises, 


h). A designated Play area has been converted into a 


Parking lot in violation of promises to all tenants as an induce- 


ment to rent, 


\ 
= 
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ll. Since I know only some of the 167 tenants of Grace 
Towers, I do not know the full extent of Grace's breaches of 
promises to tenants but upon information and belief, I believe 
these breaches are numerous. 

12. Upon information and belief, none of the above 
breaches of leases were ever reported to FHA by the other de- 
fendants. Nor was this information included in the increase 
application materials supplied to plaintiffs by FHA (Exhibit 6 
to the complaint). 

13. Upon information and belief defendant Grace HDFC is 


directly managing the project and may be charging a management 


fee, resulting in an illegal profit. In addition, defendant 


Jacob Underwood, president of Grace HDFC, is also upon information 
and belief, head of the management operation, which may be a 
conflict of interest. .Further, two members of the Board of 
Directors of Grace HDFC hold positions within the project. These 
are Major Cunningham, Superintendant and Clifton Quick, a mainte- 
mance man. See staff list included in the Grace HDFC application 
material annexed to the complaint as Exhibit 6. Any salary or 
compensati-n received by them could be in violation of law. 

14. Because I know only a few of the board of directors 
of Grace HDFC, I do not know the full extent of any conflict of 
interest between board and management. In addition, however, 
Underwood is pastor of Grace Baptist Church at 233 New Jersey 
Avenue, Brooklyn, New York, and Quick and Cunningham are deacons 


of this church. 


15. As set forth in paragraphs "8" - "ll" of the 
affidavit of Bennie Mason submitted in support of this application, 
defendants Grace HDFC, Underwood and Evans failed to report to 
HUD all incomes and fees received in their application for the 
rent increase in violation of statute and regulation. 

16. Because of the drastic and irreparable injury 
Plaintiffs face, a preliminary injunction is sought, pending the 
trial and final determinatio £ this action. A determination as 
to class status is also sought. 


17. All of the named plaintiffs are persons of low 


income, most are recipients of public assistance. I personally 


receive public assistance of $244.00 semi-monthly from the Human 
Resources Administration, my sole source of income. With this 
I must pay my rent of $230.00 per month. ($2,760 per annum) and 
care for myself and my children, Bruce 10, Angela 7 and Ray Sean 3. 
iI own no assets other than personal clothing and household furnish- 
ings of no substantial value. Defendants risk no irreparable 
j 

financial loss if this application is granted, compared to 
the great injury I and other plaintiffs would suffer if it is 
denied. For this reason I ask that the requirement of a bond 
be waived. 

WHEREFORE defendant respectfully requests that an order 


be entered allowing this action to proceed as a class action, and 


} 


the application for a preliminary injunction be granted as prayed 
for without requirement of a bond together with such other and 


further relief as may be just, proper and equitable. 


ELYZABETH BOONE 


SWORN TO BEFORE ME 


this 3rd day of December 1974 


> Mts ar So 


Notary Public \ 


INOCENCIA QUINONES 
Notary Publ'c, Stato of New Yar 
No. 24-45019738 
Qualified in Kings County 
Commission Expires March 30, 197 ¢~ 


UNiTEL STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


sen os eg a et 
ShACE TOWERS TENANTS ASS 'N, etc., ot 7 me qe * 
6t he cn 


- ip, * 
‘AFETBAVIT Of SERVICE 


Plaintiffs, 
~againgst- 74. C 1714 
oe dee cg 


GRACE HOUSING DEVELOPMENT FUND o4i ee 


CC., INC., ete., et al., . oe es 


Defendants. 


STATS OF N3W YORK) 
) sB.: 
CVuNTY OF KINGS 3} 
THOMAS N. ROTHSCHILD, being duly sworn deposes and says 
that he, astorney for plaintiffs in the above entitled acrcior, 


Served personally, by leave of Court, the summons, complaint, 


xopesed order to show cause and memorandum Of law upon Sheldcn 


Cgtro, attorney yi} gy ae Grace HDFC, Underwood and Evans 
at ony a ernie New York on December 


1974, Sack a hewn — ar 
fay 


fe t+s om 


THOMAS xf pa eee 
nie: to Bufore me 


this 7 6-2 Ge, of January 1375 


C ; 
ANG "a YO Pee? OT 
ROCKET PUBLIC : 


UNIT:ZD STATES DISTRICT COURT 
EASTEKN DISTRICT OF NEW YORK 


ee ee ae ee ee RP NE EIN SY Ere ee cuneeesy ~ , «< 
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GRACE TOWERS TENANTS ASS'N., atc., a 
et al es oer eee x _ a - al ; 
Plaintiffs, '.. APPIDAVIT OF SERVICE 
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"  ~€328 G 1714 
GRACE HOUSING DEVELOPMENT FUND ee ee 
CO., INC., etc., et al., ase ee 
Defendants. i 
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STATE OF NEW. YORK) : 
) s8.: ' 
COUNTY CF KINGS ) 
iGOU M. ALLERAY, being duly sworn,deposes and says 
that he served with the permission of the Court the summons, 
complaint, proposed order to show cause and memorandum of law 
upon James T. Lyrn, Secretary of HUD, a defendant herein, by 
delivering a set of the above pleadings to the U.S. Attorney 
for the Lastern District of New York at his office at 225 Cadman 
Plaze East, Brocklyn, New York on December 19, 1974 and by 
depositing a set of the above pleadings in the U.S. maile, certi- 
fied mail, to the Attorney Gereral, Office of the Deputy Attorney 


General, Departreant of Justice, Washington, D.C. on December 20, 


SWORN to before me 


om : 75 
tiie day, RE 5 Tannary 1975 
Nutar; te c, Site cf New York 
zi 452 3573 
aie 4 ea 3 Peru “Yer at er Sareea County” To -_ ‘ 
Vie aR 6k “D afimieon Expires March 30, 197¢ : 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANTS AS, 


et al., 74 Civ. 1714 
Plaintiffs, 
~against- AFPIDAVIT OF SERVICE 
GRACE HOUSING DEVELOPMENT FUND BY MAIL 


CO., INC., etc., et al., 
Defendants. 


PAPE ORE EP OE EEE HO ORO SE MESS EEE ewe eraecde 


STATE OF NEW YORK) 
CCUNTY OF KINGS ) gs,: 


IGOU M. ALLBRAY, being duly sworn, deposes and says, 


that deponent is not a party to the action, is over 18 years of 


age and works at 503 Pennsylvania Ave., Brooklyn, New York. That 


on the 7th day of February, 1975, deponent served the within 


ORDER GRANTING LEAVE TO PROSECUTE APPEAL IN FORMA PAUPERIS AND FOI 


A TRANSCRIPT TO BE FURNISHED AT THE Ex ‘PENSE OF THE UNITED STATES 


upon Sheldon Ostro.cf Greener & Ostro, attorney for defandants in 


- 


this action, at 1 Penn Plaza, New York, N. Y. 10001, the addresg 


designated by said attorney for that purpose by depositing a true 


copy of same enclosed in a postpaid properly addressed wrapper, 


in-a post office- official depository under the exclusive care 


and custody of the United States post office department within the 


State of New York. 


SWORN to before me this 


THOMAS N. ROTHSCHILD 
Notary Public, State of New Yor® 
No. 24-4526973 ; 
ws. Qualified in Kings County ae ““IGou M.. iM. ALLOPAY 
Nota xemmnisnon £pkes March 30, 19% 


in day of February, 1975 Af 
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UNITLD STATES DISTRICT cCouRT 


GRACE TOWERS TENANTS ASSOCI \TION, $ 
BENNIE MASON, ELIZABETH BOONE, 
Plaintiffs, 
~against- 
: 44°C 37i8 

GRACE HOUSING DEVELOPMENT FUMD CO., 

INC., JACOB UNDERWOOD, MARIA EVANS, $ 

JAMES T. LYNN, Secretary of H.U.D., 


Defendants. 


United States Courthouse 
Brooklyn, New York 


11:00 a.m. 
December 18, 1974 


HONORABLE WALTER BRUCHHAUSEN, U.S.D.J. 


BURTON SULZER 
OFFICIAL COURT REPORTER 


Appearances: 


THOMAS i. ROTHSCHILD, ESQ. 
Attorney for Plaintiffs 
593 Pennsylvania Avenue 
Brooklyn, New York 11217 


SHELDON OSTRO, ESO. 
Attorney for Defendants 
No. 1 Pennsylvania Plaza 
New York, New York 


Also Present: 


LOUIS TESSLER, ESO. 


Attorney for the United States of America 


IGOU M. ALLBRAY 


10 


13 


14 


18 


19 


20 


<I 
i Ba 


- OSTRO: It is her: ° stipulated and agreed 


by and between the attorneys for the respective 
parties -- 

ROTHSCHILD: That the tenants shall contin 
to pay rents at the rate they were paying prior to 


October 1 of this year. All rents in arrears and 


MR. OSTRO: And that if said rent is paid on 
that date, as per this stipulation, in that event, anda 
On that condition, that a trial of this Matter will 
be held on January 9, 1975, or as soon thereafter as 


practicable, on the issues of this case. 


— 
’ 


MR. ROTHSCIIILD: What about the class, we are 
proceeding as a class action, I assume? 

MR. OSTRO: Except for this one thing, I want 
to raise this one issue that I am concerned about. 

THE COURT: Off the record. 

(Discussion off the record.) 

MR. ROTHSCHILD: It is further Stipulated and 
agceed that the action may proceed as a class action 
and counsel for plaintiff shall notify each tenant 
by regular mail of the pendency of the action in a 
form approved by the Court. 

MR. OSTRO: That is satisfactory to me. 

THT COURT: Very well, gentlemen. 


(Time noted: 11:10 a.m.) 
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THE CLERK: Grace Towers Tenants Association 


versus Grace Towers Housing Development Fund Co. et 


al. 


MR. ROTHSCHILD: Before we start on the trial, 


your Honor, we have been holding -- I don't think 
we have to go on the record yet. 

THE COURT: Cf. the record. 

(Discussion off the record.) 

THE COURT: On. the record. 

We'll take a recess for a few moments. 

(Recess) 

THE COURT: You may proceed, gentlemen. 

MR. ROTHSCHILD: Your Henor, there are 
two branches to this case. The first concerns the 
tenants’ rights to due process where a landlord 
of a subsidized project asks for a rent increase. 
The regulat'ons provide any rent increase must 
be approved by EUD. 

THE COURT: By who? 

MR. ROTHSCHILD: Housing and Urban Develop- 
ment before it can go into effect. We have asked 
for opportunity to oppose the application before 
HUD, prior to its approval and to have HUD make 
a decision based on the application, on any 
opposition that the tenants put before HUD, that 


is, the evidence before them. 


New regulations now in effect would have 


required this, but those regulations were not 


in effect at the time the application was made. 


There is no dispute at all insofar as 
I know, that no notice was provided to the tenants 
that an application was being made and that the 
tenants were not given any Opportunity to submit 
testimony in opposition to the application prior 
to the approval of the increase by FHA, 

This is an independent ground -- we're 
not going to present any evidence on this basically 
because it's not in dispute. The facts are not 
in dispute. If the Court decides the case on 
this basis, then the matter must go back to the 
FHA, the increase must be voided, the case must 
go back to the FHA and a new opportunity must be 
given to the tenants to oppose the application. 

The question has been briefed by all the 
parties. Do you wish me to argue this question 
now? 

THE COURT: Not if it's in the briefs, 
I'd say that. 

MR. ROTHSCHILD: Very well, your Honor. 

The second half of the question relates 


to judicial review of HUD's decision. We maintain 
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that the decision that was reached by the Govern- 
ment is not supported by the evidence that the 
Government had before it and there is a preliminary 
icsue, I take it, as to whether or not we're 
entitled to that review. 

You're taking the position we're not 
entitled to that. 

MR. TESSER: ‘Yes. 

MR. ROTHSCHILD: Now, as to the sufficiency 
of the application, we're prepared to present 
evidence. I don't know whether we should present 
it at this point or whether you wish to decide as 
a preliminary matter whether we're entitled to 
the review. 

THE COURT: That might be appropriate, 

I'd say that. 

MR. ROTHSCHILD: If -- We believe we're 
entitled to a review of HUD's decision and we 
have approached that point and we have shown why 
we believe that there is a meritorious ground for 
reversing the determination. If the Court believes 
that we're not entitled to judicial review, then, 
of course, there would remain no issue of fact 


really to decide. 


THE COURT: I would like to hear your adver- 


sary on that point. 

MR. TESSER: The plaintiff is correct, your 
Honor. There are two main issues presently before 
the Court. It is the defendants' position -- the 
Government's position -- and the position of Grace 
Housing that we're in a position now to move 
summarily to dismiss the entire complaint; however, 


as to one of the issues, the law is not that clear, 


so therefore we're willing to put in evidence in 


order to clear it un. 

The first issue is that of due process. 

The Second Circuit has clearly said in the Chenango 
case that the plaintiffs are not entitled to due 
process; however, other circuits have said they 
are, and for that reason the Government is willing 
to go ahead at trial and show that even assuming 
arguendo they are entitled to due process, due 
process was afforded to the plaintiffs and that 
would be the issue at trial. We would show that 
they did receive due process. 

The second issue which I will move sum- 
marily now, your Honor, is to strike the allegations 
of the complaint, No. 2 through 6. These allega- 
tions all go to the heart of contesting FHA -- 


HUD's approval of the rent increase. The law is 
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very Clear and tere have been no decisions to the 
contrary and no decisions cited by the plaintiffs 
in their briefs to the contrary that the decision 
of HUD is unreviewable. It is not subject to 
judicial review; therefore, at this point, your 
Honor, I would like to move to strike allegations 

2 through 6 of the plaintiffs' complaint so that 

we may get down to the real issue at this trial 

and that is whether or not due process was afforded 
the plaintiffs. 

MR. ROTHSCHILD: I would like to be heard 
in opposition to that application. I find myself 
somewhat at a disadvantage because I wasn't informed 
that they intended to make that application, 
although J did realize there was some question 
about that aspect of the case; but I was only 
served with their brief this morning. 

I believe that in fact we're entitled to 
judicial review. I think that the tenants are 
intended beneficiaries of the Government's scheme 
which sets up the subsidizéd housing and the 
District of Columbia Circuit has so held in 
Marshal v. Lynn, 497 F.2d 643, and I think that 
as intended beneficiaries they are entitled to 


review, judicial review, of an action of the 
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Government which approves a rent increase that 
directly affects them and that they're aggrieved 
parties in that situation. 

I would like to point out that although it 
is true that in Langevin v. Chenango, which the 
United States Attorney mentioned, they did say 
the tenants are not entitled to that review and 
in fact are not entitled to due process, the 
Second Circuit has recently backed off from that 
position and has pointed out in Lopez v. Henry 
Phipps Plaza South, also cited in your memorandum, 
that they consider the question of due process to 
which tenants are entitled in this type of project 
to be an open question. I would presume therefore 
the question of judicial review would also be an 
open question. 

The Second Circuit has specifically decided 
that in cases of a housing authority, a public 
housing authority, the tenants are entitled to 
due process, so that it is basically the question 
centers on the status of a quasi public-private 
housing project such as the defendant here. 

THE COURT: It's a question of law? 


MR. ROTHSCHILD: That is a question of law, 


yes. 


o 
—_— 


MR. TESSER: If I may, your Honor, in 
response to my motion, the plaintiff comes back 
with cases showing that the tenants may be allowed 
due process. That is exactly my point. Perhaps 
they are, and therefore even though the Government 
contends that they are not, we're willing to show 
that they were given due process, however none of 


the cases cited by plaintiff goes to the heart of 


the reviewability of HUD's decision, and the Second 


Circuit law is clear, black letter law. There has 
been no case in any district court, circuit court, 
in any state court, which says or implies to the 
contrary. I think if we are going to trial, your 
Honor, let's go to trial on the due process issue 
and not get into now a complete review of HUD's 
determination. That's already been done. 


THE COURT: It's a question of law, isn't 


MR. TESSER: About the reviewability, yes. 

THE COURT: You don't need a trial on that. 

MR. ROTHSCHILD: Not on the question of 
reviewability. Simply, if the Court finds as we 
believe, it is subject to review, then we would 
wish to present evidence -- 


THE COURT: You briefed this item, didn't 


MR. TESSER: Yes, 

MR. ROTHSCH..D: Both sides have briefed. 

THE COURT: That's a matter for the Court 
to determine, then. 

MR. TESSER: What we're talking about now, 
really, your Honor, is . at's going to be admis- 


sible before the Court; the plaintiffs would like 


to bring in testimony to contradict HUD's determina- 


tion. 

THE COURT: Along the line of challenging 
judicial review? 

MR. TESSER: Right. ‘%..° Government contends 
no evidence of propriety of HUD's decision is 
admissible because the Court<- have held it's 
just unreviewable. | 

THE COURT: That's my offhand view.vux 4%. 

I wouldn't decide it unless you have some other 
authorities to the contrary. We have these situa- 
tions in one way or another. I don't like to 
decide off the bench, but it seems to be the 
controlling issue that's to be decided. I'd say 
that. 

MR. TESSER: If it please the Court and my 
opposing party, I would Suggest today we go ta 


trial on the issue of due process while your Honor 
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has an opportunity to review the issue of review- 
ability. If your Honor feels -- 

THE COURT: Due process, I suppose, is 
intermingled with reviewability, isn't it? 

MR. TESSER: No, 

MR. ROTHSCHILD: Not in this instance. 

THE COURT: Maybe not. 

MR. TESSER: In other words,. the plaintiffs 
have two allegations, first, they weren't given 
due process in order to contest the rent increase, 
| MR. ROTHSCHILD: That is to Say due process 


before the administrative agency. 


THE COURT: Any evidence that is appropriate, 


I'd say chat. 

}a&.e TESSER: We would like to go to trial 
on that issue. If you feel subsequently perhaps 
the case is reviewable, we can come back and if you 
find that the issue is unreviewable, we will have 
all presented evidence and it will be ripe for a 
decision. 

THE COURT: I'1l proceed with whatever 
matter you people agree upon. I'd say that. 

MR. TESSER: Do you want to do that? 

MR. ROTHSCHILD: That might be the simplest. 


MR. OSTRO: I would certainly think so. 


MR. 


ROTHSCHILD: It seems pointless to 


present evidence on the other issue if it's not 


going to be aumissible in any case. 


THE COURT: It's a question of law, isn't 
it, generally? 

MR. ROTHSCHILD: Whether it's reviewable, 
yes, it's a question of law. 

MR. TESSER: Yes. 

THE COURT: I would think tinct is a matte 
to determine on the cases that I have mentioned 
here that are appropriate. 

MR. ROTHSCHILD: Then we won't present any 
evidence on that point at this time. 

THE COURT: I don't think so. 


Let's start at 2:15, after lunch. Is that 


agreeable? 


(Luncheon recess) 


(Time noted: 1:00 p.m.) 


AFTERNOON SESSION 


(Time noted: 2:15 p.m.) 


THE CLERK: Grace Towers versus Grace Towers 
Housing Development Fund Company, et al. 


THE COURT: You may proceed. 


MR. ROTHSCHILD: Thank you. 


At this point, the only question of fact 


is as follows: There's no dispute that prior to 
the decision in August as to the increase the 
tenants were not given any notice or opportunity 
to be heard and if they were entitled to due 
process at that time, it was not granted. The 
only question of fact is whether the actions of 
the FHA thereafter were sufficient to meet the 
requirements of due process, 

Is that a correct statement? 

MR. OSTRO: Might I respond in this way: 
We're here to try a case. A case is tried by the 
presentation of evidence. I think the ewidence 
will ascertain what took place and constant opening 
arguments I don't think are helpful. Counsel has 
made certain characterizations, presented the 
matter in a certain way that I do not necessarily 


agree with, such as not affording tenants due 
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process and things of this type, Let's present the 
case --~ 

THE COURT: I would just suggest that those 
points could be mentioned after you present the 
evidence, 

MR. ROTHSCHILD: I was not intending to pre- 


sent evidence as to what happened during the monin 


of August or prior to the approval by FHA, because 


I understood those facts were not in dispute, 
there were no notices to the tenants. Do you 
agree? 

MR. OSTRO: Are you asking for a stipulation 
that HUD granted an increase? 

MR. ROTHSCHILD: Yes. 

MR. OSTRO: And? 

MR. ROTHSCHILD: And prior to the date HUD 
granted the increase, no notice was given to the 
tenants of a pending application. 

MR. OSTRO: I don't know that because I'm 
representing management. , I'm not trying to 
belabor an issue, but I don't feel this is really 
a proper way to approach this trial. We have a 
trial, 

MR. ROTHSCHILD: If you're not prepared to 


stipulate, then I'll present evidence on it. 


THE COURT: I would say in repetition, 
you're entitled to present your proof and then 


you can present any legal points you want after 


that. 
MR. ROTHSCHILD: All right. 
At this time I would call Mr. Mason. 


BEN WN FF MONROE MASON, called as 
a witness, being duly sworn by the Clerk of the 
Court, testified as follows: 
THE CLERK: Full name, please. 
THE WITNESS: Bennie Monroe Mason. 
DIRECT EXAMINATION 


3Y MR. ROTHSCHILD: 


Q Mr. Mason, where do you live? 

A I live at 2060 Pitkin Avenue, Brooklyn. 

Q Is that in Grace Towers? 

A Yes, in Grace Towers. 

Q How long have you resided in Grace Towers? 

A Two years and four months. 

Q Are you familiar with the Tenants Associa~ 
tion? 

A Yes, I am. I'm the president of the Tenants 


Association. 


Q How long has that association been in 
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existence? 

A Well, I have been there two years and fourtee 
months (sic). 

Q I'm sorry? 

A Two years and four months. It was organized 
before that time. 

Q How long have you been president? 

A How long have I been president of the 
Tenants Association? 

Q Yes, 

A A year and four months. 

Q Now, what was the first occasion on which 


you heard of any rent increase? 
A Well, the first time I heard of any rent 
increase was the night that Reverend Underwood came to 


the tenants and held a meeting. 


Q When was that? 
A That was the last week in August. 
Q To your knowledge, did any tenant receive 


notice prior to that that an increase was being sought? 
A Nobody whatsoever. 

MR. OSTRO: Your Honor, at this point -- 

I'm sorry, I was reading. I object to the form 


of the question. There has heen no foundation 


a] 
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ijaid as to how Mr. Mason would have knowledge as 


to what tenants received rotice from anyone. 


THE COURT: That is, he testified as to 


hiw own knowledge what transpired, 
Mk. OSTRO: I would ask that the answer 
that no tenants received any knowledge be stricken 


and he can testify. - 


THE COURT: Granted. 


Q During the month of September, did you have 


a meeting or were you present at a meeting with officials 


of FHA? 


A 


MR. 


ROTHSCHILD: Excuse me. At this point 


I notice that there are some officials of FHA 
present. If they are going to testify, I ask 
they be exclude. 


MR. OSTRO: 


Then I would ask, in all fair- 


ness, if there is going to be any witness called 


that we exclude all witnesses that are going to 


be called, 


MR. 


ROTHSCHILD: All right. 


MR. OSTRO: That you're going to call soxely. 


MR. ROTHSCHILD: I intend to call Mr. All- 


bray, who is a clerk in my office. Do you wish 
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him excluded? 
MR. OSTRO: I'm sorry to say yes, I would. 
THE COURT: What are you saying now? 
MR. OSTRO: Yes, I would. 
THE COURT: Anyone who is going to testify. 
(Several witnesses leave the courtroom. ) 
MR. ROTHSCHILD: Also, if Mr. Ostro wishes 
to make a point whether any Sidi dead cata notice 
prior to this meeting at the end of August, then 
I will be glad to call every tenant in this room 
as a witness to that fact if no notice was giver. 
and -- 
THE COURT: You're entitled to call any 
witness you like. 
MR. ROTHSCHILD: I'm just taken somewhat 


by surprise because when I spoke to Mr. Ostro 


before and to Mr. Tesser, they both said there had 
been no notice prior to the meeting with management 
at the end of August and that they weren't going 
to raise that question. I wasn't really expecting 
to present a great deal of evidence on it. 

MR. OSTRO: You know, I was not trying to 


raise an objection that would make it difficult 


for counsel to prove a case. There's a witness 
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testifying and we're bound by rules of evidence, 
If you wish to stipulate and you wish a stipula- 
tion as to the fact that a notice was sent to the 
tenants on a particular day, that was mailed by 
Grace to the ten.nts, then I'll Stipulate, but 
if you're questioning a witness then you have to 
question him under rules of evidence. 

MR. ROTHSCHILD: That's what I ask, if you 
would So stipulate, there's no previous notice. 

MR. OSTRO: I will stipulate that a letter 
was forwarded to the tenants, to each of the 
tenants, by Grace Housing Development Company, 
Inc.; and at this point if you so desire -- as a 
matter of fact, it might be helpful to introduce 
that letter, which is part of your exhibits, and 
read the letter, make it part of the record, and 
I will so stipulate if that's what you so desire. 

MR. “OTHSCHILD: Will you also stipulate 
that there was no previous notice? 

MR. OSTRO: From whom, sir? 

MR. ROTHSCHILD: Let me put it this way. 
Will you stipulate there was no previous notice 
by Grace? 


MR. OSTRO: No, I stipulated as far as I'm 
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going to stipulate. Please, I have stipulated 

that a letter was sent on a specific date, August 
27th, I believe. We'll read the letter into the 
record. I think there the matter should lie 

and if you wish to prove your case, prove your case. 
I'll stipulate as to that letter. 

MR. ROTHSCHILD: You will not stipulate there 
was no prior notice? 

MR. OSTRO: That's a factual issue. We're 
at trial. 

MR. ROTHSCHILD: I thought that was not an 
issue. That's what I'm asking you to stipulate 
to. I thought that was agreed. 

MR. OSTRO: I'm puzzled, very puzzled. 
We're making a record. When we make a record on 
a trial, we have evidence. I'm stipulating that 
a letter was sent on August 27th, to each tenant 
in the development and I would like that letter 
real into evidence and I will so stipulate. Now, 
please don't put me on as a witness, and if you 
so wish to put me on as a witness, put me on as 
a witness. 

MR. ROTHSCHILD: I'm asking you to make a 


stipulation on behalf -- 


Mason-direct 21 
THE COURT: As I gather, that's as far as 
he's going in admission as to the letter. Now , 
is the letter here? 
MR. ROTHSCHILD: The letter is here. 
MR. OSTRO: Might I say something? If the 


witness as president of the association says that 


he never got any prior letter, I don't think 


counsel is prejudicing his client, and if that is 
so, that is so. I think that should put the 
matter at rest. We're not arguing the motion, 
we're trying a case. If you wish to introduce 
the letter you can do so now. 

THE COURT: Let's have the letter, Counsel. 

Do you recall where that letter is? 

MR. OSTRO: Yes, your Honor, I heve a letter 
in front of me which is Exhibit 1 submitted by 
the plaintiff which I will be glad to stipulate 
was sent by Grace Housing Development Fund, which 
letter was dated August 27th, 1974. 

MR. ROTHSCHILD: Exhibit what? 

MR. OSTRO: Your exhibit, in your action, 

I believe. 
In.any event, the letter reads as follows: 


"Dear Tenant:" -- 
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CLERK: Where is the letter? 


OSTRO: I have a copy. That's all I have 


THE CLERK: Where is the original? 
THE COURT: You may read it if you care to. 


MR. OSTRO: I'm trying to accommodate counsel. 


"Dear Tenant:" The letter is dated August 27, 


1974. "Near Tenant: 

"With the rising cost of operating and 
maintenance expenses, along with vandalism, we have 
been exceeding our budget for some time, therefore 
we must regretfully announce that we're corpelled 
to initiate a twenty-three percent rent increase 
which is effective October 1, 1974, which has 
been appreved by Housing and Urban Development. 

The rent rates will be as follows: 

"One bedroom, October lst, 1974, $209; 

"Iwo bedroom, present, 200, October lst, 
1974" -- I'm sorry -- $232; 

"Three bedroom, present $230, October lst 
to"-- I have a bad copy. I can't read the 
increase. 

“Four bedroom, present $260, October lst" -- 


October lst is illegible. 
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2 "All leases must be signed by September 

3 30th 1974, Failure to do so will result in 

4 immediate termination of tenancy. 

5 "You will be notified what date to sign 

6 the lease. If any further questions, call office 
7 on Tuesday or Thursday." 

8 It's typed, the word "management." 

9 That's the letter I will stipulate was sent 
10 on October 27th by Grace Housing. 


iB MR. ROTHSCHILD: August 27th. 


12 MR. OSTRO: Dated August 27th, 1974. 


I might say it would have been preferable 


if the letter was introduced into evidence, that 


was received by one of the tenants, but this is the 


best I can do under the circumstances, sir. 


17 MR. ROTHSCHILD: I'm sorry, I thought I had 


the letter here. I don't see it at the moment. 


19 MR. OSTRO: Very well. 


DIRECT EXAMINATION (CONTINUED) 


BY MR. ROTHSCHILD: 


22 Q Mr. Mason, during September or on September 


20th of 1974, were you present at a meeting with officials 


of FHA? 


A 
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Q And approximately how many persons were 
present? 
A I think it was about five or six people 


were there, 


Q Who was present from FHA? 

A Well, the only one that I knew was Mr. Brown. 

Q And was there a discussion of the rent 
increase? 

A Yes, it was. 

Q Can you tell us, did Mr. Brown state the 


position of FEA? 


A Yes, he did. 
Q What was that position? 
A Well, at this meeting what we did with 


Mr. Brown, he brought out evidence that the increase --~ 
MR. OSTRO: I'm going to object to this 
line of testimony. If he wishes to testify as 
to what Mr. Brown said, that's fine, but not what 
Mr. Brown did or what he brought up. 
Let him testify what Mr. Brown said. 
I believe that's the proper way to introduce what 
took place at a meeting. 
THE COURT: All right. 


MR. ROTHSCHILD: Certainly. 
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Q Tell us what Mr. Brown said. 
A Mr. Brown said to the tenant that was at 
th? s meeting, he said, "I'll show you what the increase was 


granted on." 


Q Did he then show you some documents? 
A He did. 
Q Are those the same documents that are attached 


to the complaint as Exhibit 6? 
A It is. 
Q Did he subsequently provide the tenants with 
copies of those documents? 
A He did. 
MR. ROTHSCHILD: I would move they be 
accepted into evidence. 
Do you have any objection? 
MR. OSTRO: They are part -- 
MR. ROTHSCHILD: They are exhibits. 
MR. OSTRO: Which? Exhibit 6? 
MR. ROTHSCHILD: Exhibit 6, the docume-t, 
MR. OSTRO: I have no objection. 
MR. ROTHSCHILD: They will be deemed marked, 


I take it? 


© 


What else did Mr. Brown say? 


> 


Then he said, Well, if we could prove there 
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was any fraud entered into the documents and you get 


evidence and bring it back to him, there's a possibility 


the increase wouldn't be granted. 

Q Would be? That the increase would be 
granted? 

A Wouldn't be, 

Q Would not be granted? 

A Right. 

Q Did he say anything further? 

A Yes, and he said, "This is what the Government 
has decided on as of the increase and there's nothing 
that the tenants can do about it." 

MR. ROTHSCHILD: Thank you. No further 
questions. 
CROSS EXAMINATION 
BY MR. OSTRO: 

2 Mr. Mason, you heard me read a letter into 
evidence, did you not, from Grace Housing? 

A I did. 

Q Did you receive that letter? 

A Yes, I did. 

Q When did you receive the letter? 

A After the meeting with management of 


increase. 


ay 
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Q I'm sorry? Say that again. 

A After management ceme to the tenants to 
remind them of a 23 percent increase the next week that 
I got the letter stating that. 

Q What did you do after you got the letter 
with respect to the increase? 

A As the president of the Tenants Association, 
I decided we would get the tenants casein and we would 
have a discussion and we would have -- get us an attorney 


and have him look into the matter. The cost of the in- 


crease was more than we could afford. 


QO What did you do? 

A Well, we got together and we went to Legal 
Aid. 

Q When wes this, sir? 

A This was about two or three weeks after the 
meeting. 

Q When was the meeting that you had with manage 
ment? 

A The meeting we had with management was in 


August. It was before the 27th. It was before the 27th 
of August, because that's when I got the letter. 
Q So before the 27th of August you got together 


with the other tenants as president of the Tenants Associa- 


1S ¢ 
.* * 
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tion and decided to get yourselves an attorney? 
A That's right. 


Q Would you know if this was, Say, the ] 


idea? 

A No, this was in September when we decided 
to get the lawyer. 

Q When in September did you Meats 

A Well, I don't know the exact date, but it 
was about a week or two aftes; we had to file notice of the 
increase, 

Q Was it before September 12th? 


Yes, it was before September 12th. 


week in August, the middle of August? Do you have a 


What did you do with respect to getiing a 


I just told you. We went to Legal Aid. 
That was Mr. Rothschild? 
That was Mr. Rothschild. 

Q Did you do anything with respect to the 
Department of Housing and Urban Development when you were 
notified of “he increase? 

A I don't understand what you mean. 

ia) Did you do anything other than get a lawyer 


with regard to the increase? 


10 


nN 
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A No. 

Q Did you call anybody at Housing and Urban 
Deve lopment? 

A No. 

Q Did you send a letter to anybody at Housing 


and Urban Development protesting the increase? 


A Nobody but Mr. Brown. 
Q You sent him a letter? 
A We had the lawyer to make an appointment for 


us, to see Mr. Brown about the increase. 


Q You told Mr. Rothschild, is that what you're 


a 


telling me? 


A Right. 

Q To contact Mr. Brown? 

A Right. 

Q How did you know to contact Mr. Brown? 
A Well, we had all the evidence from the 


management. Management told us where the increase was 
coming from and who to see about the increase. He even 
gave us the idea to see Mr. Brown if we thought ~- because 
we thought really he was lying when he said it was a 23 
percent increase. 

Q He said to you, "If you feel there is some- 


thing wrong about ‘i, go see Mr. Brown and HUD"? 
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A right. 

Q You told Mr. Rothschild that Mr. Brown 
is the party at Housing and Urban Development to see with 
regard to the increase? 

A Right. 

Q You told Mr. Rothschild to send a letter? 

A I don't know -- we told him what we did 
with management, what they told us about Mr. Brown. We 
didn't tell him to send a letter. 


Q Did you ask Mr. Rothschild to start a law- 


MR. ROTHSCHILD: I'm going to object. 

MR. OSTRO: I'm asking if he asked Mr. 
Rothschild to start a lawsuit. 

MR. ROTHSCHILD: The discussions between he 
and the rest of us are not proper. 

THE COURT: That may be objectionable. 


It's a matter between an attorney and client. You 


may ask him what was done, if anything, after the 


conversation. 

MR. TESSER: One of the most significant 
points of the trial is the opportunity of the 
tenants to contest the rental increase and the 


evidence being brought out now on cross-examination, 


Leet 
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2 your Honor, is the opportunity that the tenants 

3 had. 

4 THE COURT: I'm not questioning your effort 
5 to put in valid evidence. I'm just ruling on each 
6 objection. 

. : MR. OSTRO: I'11l do it differently, your 

8 Honor. 

9 Q So you had a conversation with Mr. Rothschild 
10 A Yes, 

1) Q The next thing you knew you were told that 
12 there was a meeting scheduled with Housing and Urban 

13 Development; is that correct? 

14 A Mr. Brown. 

15 Q With Mr. Brown? 

16 A Right. 

17 9) Who told you that? 

18 A Well, we got it from our attorney. He was 
19 the one that set up the meeting. We couldn't do it 

20 because we didn't know exactly how to go about doing it. 
21 ' That's why we got the attorney. 

22 Q Now, he tells you that there's a meeting 

23 scheduled on September 20th? 

24 A Right. 

25 Q And this was in Manhattan? 


; 
‘. « 
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Right. 
And you went there? 
I did. 


And anybody else from -- any other tenants go 


Yes. 
What other tenants went? 
About five or six of us. 
Q Do you know who they were? 
A Women -- There was a few of them, Miss 
Boone and Mr. -- I don't know his first name, but I know 
he's in court, Mr. Henderson. He was there. Miss Brown 


was there. 


Q If you can't remember anyone else -- 


A I can't remember them all because it was quite 


Q Were all these people members of the Tenants 
Association? 

A All but one but he was there on account of 
his mother. His mother lived in the building. 

Q He went to object on behalf of his mother? 

A Yes. 

Q Mr. Brown was *here, and did you have an 


attorney there representing you? 
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A We had Mr. Allbray was with us. 
Q Was there anybody else from Housing and 
Urban Development aside from Mr. Brown at this meeting? 


It was another fellow came in but I don't know 


That's all right. 
I don't know who. 


There were two people then See the Department 


Right. 


At that point did you ask to see any docu- 


No, I didn't ask to see the document because 
he had them already laid out when we got there. He showed 
them to us. 

Q You lLooxed et them? 

A Yes, we looked at. them. 

Q The other tenants looke at them? 
A They looked at them. 

Mr. Alloray looked at them? 

He J.ooked at them, 

Did you say anything to Mr. Brown? 

Yes, he said -- 


No, did you say anything to Mr. Brown? 


of Housing and Urban Development? 
ola we 
| 
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A Yes. 

Q What did you say? 

A I asked him was it legal for management to 
go up with such a tremendous amount of increase with the 
governmental approval of such increase. 

He said, "This is what they presented to us 

for the increase. If the tenants don't like it, they can 
do otherwise." 

Q Didn't you say on direct examination that 
Mr. Brown said to you, "If you can show us where any of 
these documents are fraudulent, then we'll revoke the 
increase"? 

A This is on a different -- This is different 
from what you're saying. 

Q It's what? 

A This is different from what you're saying 
about the fraud. It's different from what you're saying now 
You see, this on another -- the fraud was on something else. 


Q You mean it was at a different meeting? 


A No, the same meeting. What you're saying, 


you have two opinions there. Now, what he was saying 
about fraud, if we could dig up some evidence within the 
Tenant Association against management, wherein it was <-- 


what was wrong to get an increase, that would be a fraud, 
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2) the increase, is a possibility the increase would not be 
3 granted if you could bring in fraud as enough evidence to 
4 prove that it was fraud, 

5 Q Did he give you the documents? 

6 A He sent the documents -- 

7 Q No, I'm talking about at this meeting. 

8 A Yes, we looked at the document. I looked 

Q at them. 

10 Q Did he give them to you to take with you at 


11 that time? 


2 A No, no. 
13 Q Did you ask him to send them to you or to 
14 send them to your attorney, that you would like -- 
15 A Yes, he sent them to the attorney. Then they 
16 were forwarded to me. 
7 Q After the meeting was held, you * ft HUD, 
18 Did you do anything else as president of the association or 
19 as a tenant with respect to this increase? 
20 A Yes, I did. 
21 Q What did you do -- 
2 A No, I didn't but management did. 
23 Q I'm not asking you about management; I'm 
& 24 asking you what you did. 
A That's the only thing I can tell you, because 
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I didn't do anything else until I heard from management, 
MR. OSTRO: I have no further questions. 
THE COURT: Is that all of this witness? 
MR. OSTRO: That's all. 
MR. ROTHSCHILD: Do you have any questions? 
MR. TESSER: No. 
MR, ROTHSCHILD : I have no further questions. 
THE COURT: You may step down. 
THE WITNESS: Thank you. 
(Witness excused) 
MR. ROTHSCHILD: I would like to call Mr, 


Ingou M. Allbray 


s+ 6:6:R M. ALLBRAY, having been duly 
sworn by the Court, testified as follows: 
THE CLERK: Full name, and spell your last 
name, for the record. 
THE WITNESS: Igor M, Allbray, 
A-1-1-b-r-a-y. 
DIRECT EXAMINATION 


BY MR. ROTHSCHILD: 


Q Mr. Allbray, what is your position? 


A I'm an employee of the East New York Legal 


Services. I serve there as a law clerk. 


i 
\ 
{ 
| 
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2 fe) Approximately how long have you been with 

3 Ie 4 Services? 

4 A I have been with Legal Services a little more 
5 than one year. 

6 Q In August or September of this year were you 

7 consulted by members of the Grace Towers Tenants Association 
8 concerning this increase? | 

9 A I was. 

10 QO What did you do thereafter? 
iB A By way of preliminary explanation, the Tenants 
12 Association came to our East New York legal offices for 

13 representation regarding a rent increase being sought by 

14 Grace Housing Development Corporation. I, at the behest 

15 of the tenants, contacted HUD at 666 Fifth Avenue to find 

16 out more about this increase. 

17 Q When you contacted them were you directed to 
18 any particular person? 

19 A I was. 

20 e) Who was that? 

21 A To a Mr. George Brown, whom I later learned 

22 was the acting loan manager o¢ FRA, 

23 Q "id you speak with Mr. Brown? 


& 24 A I did. 


25 Q When did you first speak with him? 


say at that meeting? 
(No response) 


What did you say and what did he say? 


I came to the meeting asking for information 


increase and how FHA arrived at it. I so 


information from the tenants in opposition 


At the meeting I asked Mr. Brown 
an opportun e heard in op 
increase and generally, their o 

What did you state were 

I stated those due process rights as being a 
full’ disclosure of all the material submitted in applica- 
tion for the increase from Grace, a tenant opportunity to 
submit material in opposition to the increase, and finally, 

mination based on all the materials submitted 
‘Hoth: From the owner and from the tenant, with a reasoned 
@ecision, with a reasoned argument as to why this dec‘sion 


should be or not granted. 
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him. 

MR. ROTHSCHILD: This letter (indicating). 
Do you want me to show him the letter? 

MR. OSTRO: I want to know if we're talking 
about the same letter. 

(Mr. Rothschild approaches the witness.) 


Q I show you this letter daivd September 12th, 


1974 and addressed to Mr. George Brown, Acting Director, 


Loan Management Division, and signed Igor M. Allbray, Law 


Clerk. 


Is that the letter that you sent to Mr. Brown on 


September 12th? 


Mr * 


A (No response.) 
Q Is that a copy of that letter? 
A This is a copy of the letter that I sent 


jrown. 


MR. OSTRO: Might I see it? 

mR. ROTHSCHILD: You may. 

(Said document handed to Mr. Ostro.) 

MR. OSTRO: No objection. 
Q That is annexed to the complaint. 

MR. ROTHS AILD: I wou'd ask it be deemed 
marked. 

THE CLERK: Letter dated September 12, 1974, 


to Mr. George Brown frem Igor M. Allbray receives 


Ty) 


oe 


— 


3 
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2 in evidence as Plaintiff's Exhibit No. 2. 


(So marked) 


4 il Q Did you subsequently have a telephone con- 

: versation with Mr. Brown? 

6 A I did. 

7 Q When was that? 

8 A I have no precise recollection of the date 

9 it was, however, at the beginning of the PETA of September 
i0 16th, probably a Monday or a Tuesday. 

iD Q What was said during that conversation? 

12 A Mr. Prown spoke to me about t:he letter that 
13 I had sent him dated September the 12th. 

14 Q What did he say? 

15 A He said that the letter did not correctly 

16 set forth the understanding that we had reached in his 

17 office. In particular, he said that the agency could only 
18 entertain material indicating fraud or misstatement in the 
19 material sent by Grace to FHA in their request for the 


rent increase. 


He sa..c chat FHA had made its determination 


22 wu cespeet to the incre. « 4nd that FHA would not give 


the tenants a reasoned decision with respect to that but 


would only give the tenants the letter, a copy of the 


letter that was sent to Grace indicating approval of the 


Allbray-direct 
increase. 

Q Subsequently were you present at a meeting 
on September 20th? . 

A I was. 

Q At that meeting did Mr. Brown give you a 
document? 

A He did. 

Q Is that the document that I now show you which 
appears in Exhibit 5 of the complaint, a letter from the 
the Department of Housing and Urban Development, signed 
by Leon Weinberg, dated September 19th, 1974? 

A The letter that you're showing me was deliver- 
ed to me on September the 20th at HUD's offices. 

MR. ROTHSCHILD: It's signed by Mr. -~- on 
behalf of Mr. Weinberg; it's the second half of 
that same exhibit. 

MR. ROTHSCHILD: I move that be marked in 
evidence. I move it be marked as Exhibit 3. 

MR. OSTRO: No objection. 

THE CLERK: Letter dated September 19th, 


1974, addressed to Mr. Igor Allbray from Leon 


Weinberg received in evidence as Plaintiff's 


Exhibit No. 3. 


(So marked) 
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Q Can you tell me what was said at that meeting 
by Mr. Brown regarding the increase? 

A (No response) . 

Q Or regarding FHA -- well, what he said at 
that meeting. 

A Well, Mr. Brown opened the meeting by saying 
that I had misunderstood what FHA had agreed to with respect 
to the tenants' rights to submit material in opposition to 
the increase and what HUD would actually do with that ma- 
terial. 

Mr. Brown, if I may characterize, perhaps said 
apologetically that there were new HUD regulations giving 
the tenants the kinds of rights that were being sought, 
but these regulations would not be applicable in this 
case. 

MR. OSTRO: Excuse me. Before I decide 
to object: Did you say this is your characterization 
ov this is what he said to you? 

THE WITNESS:No, this is the gist of what he 
said. My remark about cheracterization dealt 
solely with whether he was apologetic or not. 

That was my impression, he was apologetic. 

MR. OSTRO: I would ask -- 


THE COURT: That's a conclusion. 
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MR. OSTRO: Obviously nothing to do with 


the case at all. 


Q 


Tell us what Mr. Brown said. 


5 A He made a general statement about how FHA had 
4 arrived at its decision and the kinds of information that 

7 it had taken into consideration. . 

8 MR. OSTRO: I'm going to object to that. 

9 This is very important. This is perm general 


statement. 


I would like -- 


THE COURT: That's true. 


MR. OSTRO: As to what he suid. 


Tell us what he said, his exact words. 


THE-COURT: Do you recall what was said? 


You may state it, 


16 A Well, he said that HUD-took such matters as 


mortgage payments, electrical, fuel, gas, utility costs, 


maintenance costs, into consideration when it made its 


determination. To the extent of my memory, it was -- 


those were the things that he basically referred to. 


21 Q What did he say regarding submission of 


materials by the tenants, if anything? 


23 A He said that if the tenants knew of any 


fraudulent or incorrect statement made by the Grace 


management in their submissions, that he would like to 


24 


25 
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know about them. He made no further statements about 
what would be done with those materials. 
THE COURT: Anything else of this wi* ess? 
MR, ROTHSCHILD: Just very briefly. 

Q Did he show you copies of documents or did 
he show you the documents submitted in support of the 
application which are now Plaintiff's Exhibit 1 in evi- 
dence, which was Exhibit 6 to the complaint? 

A He showed the group a folder filled with 
materials. I did not see the particular contents in 
general. I did not see the particular contents of those 
materials; that folder, rather. 

Q Did he subsequently supply you with copies 
of the materials in Exhibit 1, Plaintiff's Exhibit l, 
that is E:>ibit 6 to the complaint? 

A He subsequently did. 

MR. ROTHSCHILD: No further questions. 
CROSS EXAMINATION 
BY MR.OSTRO: 


Q Mr. Allbray, do you recall -- you said the 


tecaiits came co you or some tenants from Grace Housing came 


to you in .. cust or September. Do you have -- can you 
recall, be a little more precise, would you know about 


when it was? 
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A It was the very end of August or the begin- 
ning of Septemper. I believe the end of August falls like 


on the 29th or 30th of August or shortly after Labor Day 


which would be the following -- it was the weenend before 


Labor Day or shortly thereafter. 
Q Who came? Do you know how many people came? 
Let's put it that way, about. 
BR Three people came. 
Q Mason was one of the people? 
Mason was one of the people. 
else? Do you know vw "> ei: was there?’ 


RUTHSCHILD: I'm going to object to 


I can ask him -- 
: COURT: What's the question, Counsel? 
OSTRO: I asked who else was there. 
ROTHSCHILD: All right. No, I'm going 
to object. It's both irrelevant and privileged. 
THE COURT: No, I'll allow it. 
MR. RO"HSCHILD: Very well, your Honor. 
A ere were two other people, as I said, one 
was a Mrs. lizabeth Boone; the second perso: I believe 
I have taken a memorandum of -~ «s to her name. I do not 


recall that lady's name. 


(7 
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Q 


Grace at that 


time. 


it. 


cffice. This 
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By the way, did they show you a letter from 
time? 


They showed me a letter from Grace at that 


Dated August 27th? 

Dated August 27th. 

Advising them about the increase? 
Advising them about the increase. 
Approved by HUD? 


It said, the letter alleged HUD had approved 


Now they're at your office. They leave your 


is now the beginning -- the end of August 


and you said you got in touch with HUD and you were told 


to get in touch with Mr. Brown. What did you do? Did you 


actually physically go to HUD? Did you make a phone call? 


What did you do? 


A 


I made a phone call to the HUD office, the 


main office of HUD. I presented the problem in brief to 


the operator. 


Q 


The operator referred me to Mr. Brown. 


You said -- When you say “presented a 


problem," you told -- 


A 


Q 


A rent increase situation. 


She said "Speak to Mr. Brown.” 


24 
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A Right. ¥ 
Q You were connected with Mr. Brown. You spoke 
with Mr. Brown? 
A I did. 
Q You told Mr. Brown you represented a tenants’ 


association that had told you they had an increase; is that 
correct, a rent increase? 

A Not quite. I said, "Our office represents.” 
I did not represent the tenants’ association. 

Q Cid you tell Mr. Brown you wanted to come to 


see him with regard to thet? 


A I did. 
Q You say you went to see Ar. Brown on September 
10th? 
A I did. 
Q Between the time you spoke to -- 
MR. OSTRO: Strike that. 
Q When you went to see Mr. Brown was anybody 


else with you? 


A There was not. 
Q Was anybody else present from HUD? 
A For a short period of time, yes, someone else 


was preseht. 


Q Did Mr. Brown have documents with him at that 


114 
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time? 
A Initially, no. He went to get the building 
folder, I believe. I can't be absolutely positive. 


I believe what he had was the building folder. 


9 Did you ask to see it? 

A I did not. 

Q Did he show it to you? 

A He did not. 

Q Did you ask him on what basis HUD granted the 


increase? I'm talking about the September 10th meeting 


now. Did you ask him ‘what basis did you grant the increase 


on?" 
A I did ask hin. 
Q What did he say? 
A He said that HUD considered all the operating 


expenses of the sponsor and using a formula whish he 
claimed was a compJicated formula, arrived at the determin- 
ation as to whether or not an increase was justified. 

Q Afcer he said that, did you say, “Let me see 
the folder"? 

A I jndicated that I was interested in having 
more details. 

Q I'm not interested -- 


A No, I did not ask him for the folder. 
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Q Did you ask him to see any documerts? 


oe 


3 A I did not. 

a Q Then you said you wanted to have another 

5 meeting; is that right? 

6 A Yes, I did. More precisely, I said I wanted 
& meeting to give the tenants an opportunity to be heard 

in opposition to the materia‘ based on their review of the 
material and submissions and then after that they would 

make submissions from legal counsel and from their 
accountant. 

Q What did Mr. Brown say? 

A He said yes, that would be all right, or words 
to that effect or behavior to that effect by nodding his 
head or agreeing. 

Q Well, you made an appointment for another 
meeting, didn't you? 

A No, I told him that I would -- that our 
office would present the understanding that I thought 
FHA and I had reached to ~. the tenant association and 
ask them whether or not they wanted the meeting with HUD 
and if they did, then I would call Mr. Brown back and we 
would set up a meeting date. 

Q You subsequently held a meeting with the 


tenants -- I'm not asking what happened -- I'm asking you 
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2 if you held a meeting. fa 
3 A (No response) 
4 Q After holding that meeting, did you then 


call HUD and arrange for this September 20th meeting? 

A , 3 mae, 

Q Spoke to Mr. Brown? 

A I did. 

Q Do you know when this was, about, the 14th, 
15th, 16th of September? 

A (No response) 


Q Approximately the 18th, 19th? 


13 A It was approximately the end of the l4th, 


15th, 16th, 17th, but not the l4th or 15th. 


Let's say either the 13th or the 16th or 


the 17th, which is the following week. 


17 a) You looked at the letter, by the way, that 


was given to the tenants by Grace Housing when they first 


came to see, am I correct? 


20 A I did. 


9 “he letter stated as it was read that the 


increase goes into effect October lst, isn't that so? 


A 


Yes. 


& 24 Q This was the end of August that they came to 


you, right? 
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A As I said -- ‘ 
Q Or the beginning of September? 
A In the beginning of September, right after 


Labor Day. I'm not exac ly sure. 
Q Did yo. start a lawsuit -- 
MR. OSTRO: Strike that. 
Q Did you bring any action to enjoin HUD from 
putting this increuse into effect prior to this ac *ion? 
A No. 
Q Prior to this action did you start any legal 


proceedings with regard to this increase? 


A We did not. 
Q By the way, when did you commence these pro- 
ceedings? 


MR. ROTHSCHILD: This proceeding was commenced 
December 6th, 1974, 
Q Now you come to a meeting with Brown, Mr. 
Brown. You said Mr. Brown had a folder with him. 
A "le got a folder. 
MR. ROTHSCHILD: Excuse me. Which meeting 
are you referring to? 
MR. OSTRO: September 20th meeting. 
A I'm sorry. 


Q He had a folder with him? 
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2 A He had a folder with him. I thought you were 


3 referring to the September 10th meeting where he got a 

4 folder. 

5 ! Q Did he take the papers and lay them out on 
6 the table for you? 

7 A He did not. 


8 Q Did he open up the folder and say, "Look at 


the documents"? 


He did not. 


Did you tell hi» you wanted to see the docu- 


We indi: -*ed that we wanted to see -- 


I didn't ask you that. Did you say, "Mr. 


Brown, I want to see the documents. I would like to see 


the documents, please show ine the documents"? 


17 A I didn't say such, I think he understood 


the purpose of the meeting, the agenda of the meeting, was 


to review the documents. 


20 MR. OSTRO: I'm going to ask that answer be 


stricken. 


2 Q I'm going to ask you again: Did you. ask 


Mr. Brown to see the documents? 


24 A In so many words, I did not ask Mr. Brown 


to see the documents. 
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Q Did anybedy ask Mr. Brown to see the docu- 
ments? 
A I think in general, our attitude was, our 
expressions were -- 
Q I'm not interested in your: attitude -~- 
A We wanted the information -- 
MR. OSTRO: TI ask again that response be 
stricken as not being responsive to the question. 
Q Mr. Allbray, it's very simple. You didn't 
ask Mr. Brown to see the documents. Did anybody else ask 
Mr. Brown, "We would like to see the documents"? Yes or 
no. 
A (No response) 
Q Not. by indicating or nodding or anything 
élse, yes or no? 
A I do not recall that anyone asked. We were 
given to understand, however -- 
Q I'm not interested in what you were given to 
understand. 
MR. OSTRO: I ask that response be stricken. 
I'm not asking you for your responce. 
THE COURT: Granted, 


Q In fact, Mr. Brown sent the documents to you, 


didn't he? 
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A He did. 
Q He told you what HUD took into emsdbecesstin 


in granting the increase at this meeting, isn't that so? 


“He told you this." Ask him what-Mr. Brown said. 
MR. OSTRO: I can cross-examine him. I'm 
asking him -- 

Q That he told you or he said on you, “This is 
the grounds that we use for the basis of the increase." 
Isn't thrt so? 

A He didn't say that. He said that FHA takes 
into ‘consideration the information on operating costs, 


expenses and applies the formula and arrives at a deter- 


mination. 
Q How iong did this meeting last? 
A Over an hour, from ten o'clock perhaps to 


eleven, eleven thirty. 
Q There was a letter duted September 19th that 


was introduced into evidence; that was signed by someone 


MR. ROTHSCHILD: Well, let's again not say : 


for Leon Weinberg. Was this letter sent to you or given to | 
you at the meeting? 

A. As I previously stated on direct, the letter 
was ~~ handed to me on the 20th of September. 


Q Did you read the letter that day nea you were, 


184; 


Allbray-cross 


at the meeting? 


3 A Yes, I did. 

4 Q This letter says in part, does it not, "We 
5 will make availab’e to the Association and/or their 

6 representatives all materials submitted by the mortgagor 
7 in substantiation of their request for increased rentals, 


8 also a photocopy of letter dated August 1, 1974 approving 


9 the present rentals." 
1 Didn't that letter say that? 
D A That's right. 
12 Q Didn't the letter also say, “Again, if you 
es 13 have any knowledge of the submission of untruth or inaccura 
14 of the submitted material, we would appreciate your advice 4 
15 and evidence thereof.” 
16 MR. ROTHSCHILD: Objection. The letter speaks 
17 for itself. 
18 MR. OSTRO: I don't know what it means. 
19 MR. ROTHSTEIN: The letter says what it says. 
20 MR. OSTRO: I'm cross-examining. Might 
21 I have a ruling? 
22 THE COURT: It could be presented either way. a 
23 Counsel could tell me what the letter says or read 
24 it out here. It does not do any harn. 


25 MR. OSTRO: Again it says, "If you have any 
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knowledge of the submissicn of untruth or inaccura- 
cies in the submitted material, we would appreciate 
your advice and evidence thereof." 

THE WITNESS: The letter says that. 
THE COURT: What's the date of that letter? 
MR. OSTRO: September 19th, 1974. 
Q You left the meeting after an hour and a half 
When you didn't ask for sie ibhidiiae and documents were 
subsequently mailed to you; am I right? 
I just want to get the time straight. 
A The FHA through Mr. Brown said they would 


Xerox the documents for us that day and provide them to us. 


Q O.K. He sent them to you. 

A (No response.) 

Q Or someone -~ 

A He tried to Xerox them and the Xerox machine 


was broken ©9 we could not take them with us on the 20th 
and he asked us to call the following week and have someone 


pick them up. He would have them ready for us the follow- 


ing week. 
Q Someone picked them up? 
A Someone picked them up. 
Q That would have been about September -- 
A 23, to be precise. 
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y After you got the documents from Mr. Brown, 
did you get in touch with HUD again, the Department of 


Housing and Urban Levelopment, or Mr. Brown? 


A I did. 

Q Did you call him? 

A I did. 

Q What did you say to him? 

A I told him that we had submitted the materials 
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to our accountant, who was experienced in doing accounting 
and auditing on these types of federal subsidized housing 


developments and that our accountant had indicated to us 


there. any other materials that should have been in this 
package and were not included. 
Q Did you ask for another meeting? 


A I did not. 


that materials were either missing or questionable and were 
MR. OSTRO: I have no further questions. 
CROSS EXAMINATION | 
BY MR. TESSER: 
Q This first meeting, you stated that you came 
to the meeting with certain materials from the biel -- 
THE COURT: Are counsel both on the same 


side? 


MR. TESSER: I am representing the Federal | 
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defendant, the United Sta+ , 
MR. OSTRO: I rep.esent the manager, the 
owner. 
THE COURT: You're representing different 
clients. 
MR. ROTHSCHILD: Very different parties. 
THE COURT: Very well. 
Q You stated you came to this first meeting 
with certain materials from the tenants? 
A she first meting I gather you're referring 
to the September 10th meeting? 
Q Yes. 
A I came wiih a couple of documents, namely, 
a letter from Grace st: cing the increase had been approved 
and how much it would be plus a lease and a rider. 
Q I believe that you also stated you came with 
Some documents from the tenants that would in some way 
counter the rent increase. | 


A I didn't say that. 


MR. ROTHSCHILD: I don't believe he said that. 


THE WITNESS: I did not say that. 
Q At the meeting of September 10th, did you 
submit any materials to Mr. Brown or to anyone else at 


HUD? 


i406 
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n I submitted no materials. 
Q At the . .sting of September 29th, did you 


submit any materials to Mr. Brown or anyone else from HUD? 
PN We submitted no materias. 
Q At either of the meetings were you ever 
denied the right to submit materials which you were offer- 


ing to them? 


A We were never denied the right to submit 
waterials, 
Q At either of these meetings did you ever ask 


for the delay of the effective date of the rent increase? 

A I did, with the hope that we could dispatch 
this matter as promptly as possible so that a determina- 
tion could be made prior to the effective date. 


Q You stated that there were -- after you 


‘received the letter and you discussed the matter of the 


truth or matter of being able to submit matters which went 
to the untruth or inaccuracies of the other materisls, you 
then stated there were no other statements regarding the 
submissions? Is that correct? 
A I believe so. 
MR. ROTHSCHILD: I think you're trying to 
characterize a whole let of testimony. I think he 


said more than that. 


ee 
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2 Q I'm at the point at which you were told if you 
3 have anything which is untruth“ul or inaccurate to counter 

4 What was shown you or to counter the materials in this 

5 package, to please let them know. You stated there were 

6 no other statements after that. 

7 A vell, he stated that at the close of the 

8 meeting, within the meeting of September 10th, I had 

9 conveyed to him the allegations of the tenants regarding 

10 the way the pro“ec: was Gperated, possible mismana‘ement 


li problems -- questions regarding the fuel bills and other 


12 issues. I c«'d not present those as materials. I made 

13 verbal presentation of the objections, things like the 

4 roofs were leaking in a brend new building, the elevators 

15 were not operating; that the electrical wire was defective, 

16 electrical fires throughout the building, such tines as 

7 this I brought to his attention verbally. 

18 Q Did Mr. Brown indicate to you or did Mr. 

19 Brown say to you, "If you could prove the untruth or in- 

20 accuracies of the material that was submitted that HUD 

91 would reconsider the rent increase? 

22 A I understood him to say if we could disprove 

23 the inaccuracies -- disprove the accuracy of the presenta- 

24 tion, that HUD would reconsider the increase, yes, at the 
- 25 September HUD meeting. : 
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Q "id you say that you had a talk with Mr. 
Brown regarding findings of an accountant that you had 
submitted the materiais to? 

A Yes. 

Q Did you ever send to HUP the result, the 
report of the accountant? 

A No, the accountant made no formal report that 
wou..1 be irtended to be presented to FHA at that time. 

MR. TESSER: No further questions. 
REY IRECT EXAMINATION 
BY MR. ROTHSCHILD: 

Q Just a few questions. You stated that you 
asked for a delay in the date of effectiveness of the rent 
increase; is that correct? 

A Yes. 


Q When did you request that? 


A I believe that was requested during phone 


conversations. 
Q With Mr. Brown? 
A With Mr. Brown. 
Q What was his response -- 
MR. OSTRO: When? When was it? 
THE WITNESS: During the period September 


14th throvs:: September the 16th or 17th. 
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Q What was his response? 

A His response was that the decisions had been 
made to grant the increase and there was nothing more that 
could be done but what he had promised to provide at a 
meeting with the tenants. 


Q You also said that at a certain point after 


September 20th, you spoke to Mr. Brown regarding the 


accountant, regarding and following a discussion with the 
accountant. Can you recall when that discussion tock place 
with Mr. Brown, approximately? 

A Well, it was, again, during the telephone 
conversation of September 14th through the 16th or )7th 
that I told him what the accountant had stated, and I said 
that would be one of the things that we would want to -- 
these are some of the things that we would want to get intro 
in our review of the application, the materials submitted. 

Q I'm sorry, I thought that was after the 


September 20th meeting. 


A (No response) 
Q Perhaps I'm confused. 
q A No, I guess -- No, that was not after the 


September 20th meeting. We had -- wait a minute. I'm sorry 
you're right. My mistake. I'm confused. The material 


was submitted to the accountant the week of S2ptember 23, 


Igy 
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Q Yes, and -- 
A And -- 
Q- I'm sorry. Go ahead, 


Then thereafter you 
Spoke with Mr. Brown? 


A After information was gathered from the 


accountant, I believe there were further discussions with 


Mr. Brown, yes, 


Q Can you tell me appreximately when that was? 


A These discussions were the week of the 23rd 


of September, probably towards the end of the week, 


Q Can you tell me what you said ane what Mr, 


Brown said? 


A I argued -- rf presented in brief -- my under-~ 


Standing of the analyses of the accountant of the materials-- 


Q What was that? 
MR. OSTRO: f object, 
What did you Say to Mr. Brown? 


I said to mr. Brown that the accountant said-- 


MR. OSTRO: f object to any testimony about 


what the accountant said as being hearsay. 


TRE COURT: We already had that. 


MR. ROLHSCHILD: It seems to me he's not 


testifying to proof the accountant actually said it, 


He's testifying as to what he said to Mr. 


Brown ’ 
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which is not hearsay. He said to Mr. Brown, "The 
accountant told me thus and so." 

THE COURT: I'1li allow it. You may proceed. 

A The accountant told us that the electrical 
bills -- that the fuel bills that +« presented in the 
materials and in a summary fashion -- there were no actual 
bills existing there; that there were no gas bills and we 
understood the owner paid for the gas; that there were no 
documents regarding the actual Salary cost over a yearly 
basis, and the materials, salary cost of employees who 
maintained the operation; there was no statement of manage- 
ment agreement or the actual cost of the management 
agreement; that there were no certified statements from 
public accountants; that the application -- that the ma- 
terials submitted in the application for the increase were 
not sufficient to grant an increase based on all the evi- 
dence that he had before him and that he could ae make 


that determination further than that. 


Q Did you ask him if there were other 
materials? 

A I asked him whether there were other 
materials. 

Q What was his response to these statements 


and this request? 
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A His response was that he had given us all 
the material he was able to give us at this point. 

Q Did he say anything else with regard to your 
Statements or in response to what you said? 

A Reiterating again that if we had any evidence 
of fraud or inaccurate statement in the materials it should 
be brought to his attention because they would be very inter 
ested to get somebody who would pull the siged over the eyes 
Of the government, or something to that effect. 

MR. ROTHSCHILD: No further questions. 
RECROSS EXAMINATION 
BY MR. OSTRO: 


Q You had a telephone conversation with Mr. 


Brown you say on September 16th, asking about the delay 


of the effectiv: iate of the increase, am I correct? 
That's what you so testified to; is that so? 

A That was one of the matters that we talked 
about. 

Q After Mr. Brown -- Now, Mr. Brown said no; 
isn't that correct, that he could not delay it? 

A Mr. Brown said that we would have the 
meeting. 

Q After you made this request to him, did you 
bring any lawsuit, any action, in any court other than 


this lawsuit which was started in Nctober, to enjoin the 
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increase from going into effect 4S of October Ist, 1974 -~ 
yes or not? 

A We brought no action. 

Q after you told Mr. Brown on another day ~~ 
I think you said September 20th or 23rd, about this 
accountant —~ the alleged statement given to you by an 
accountant, you told this to Mr. Brown. Isn't it 4 fact 
that you didn't send Mr. Brown a letter stating what this 


accountant told you? 


A That's 4 fact. 

Q pidan't this accountant send you 4 letter? 
A He did not. 

Q Are you telling me that you don't have 4 


letter in your files from this accountant stating that pased 
on the evidence that you have given to me that you don't 
feel a determination should be made? Are you saying ther? 
is no such letter in existence? 
A There is no such letter. there is an 
affidavit from the accountant to that effect. 
Q pid you send that affdiavit to Mr. Brown? 
A We aid not. 
MR. OSTRO: No further questions. 
THE couRT: 1s that all? 


MR. ROTHSCHILD: No further questions. 


1Q9 


24 


25 


Allbray-recross 68 


THE COURT: You may step down. 
(Witness excused) 

MR. TESSER: The Government does not intend 
to call pes witnesses, your Honor. 

MR. OSTRO: Your Honor, Grace will rest. We 
don't intend to call any witnesses, your Honor. 

MR. ROTHSCHILD: We have no other witnesses 
on this point. | 

MR. OSTRO: Your Honor, on behalf, at this 
time, on behalf of the Grace Housing Development 
Fund Company, Inc. I move to dismiss the complaint 
on the grounds, first, that the plaintiffs have not 
est~blished a prima facie case. 

Secondly, that they have not proved their 
ease by a fair preponderance of the credible evi- 
denc. 

MR. TESSER: The Government institutes the 
same motion, your Honor. 

MR. OSTRO: Your Honor, I would like to be 
heard on these motions, if I may. 

THE COURT: Yes, you ruy be heard. 

It might be well at \s point to take a 
ten minute recess. 


(Recess) 


— 


THE COURT: Counsel, you may proceed. 


2 MR. OSTRO: Your Honor, at the outset I would 
3 i ask my memorandum of law, which I had previously 

4 submitted on the motion for a temporary injunction -- 
5 in oppesition to the motion for a temporary injunc- 

6 tion be deemed as a trial memorandum because it 

7 covers the same issues. 

8 THE COURT: Do you have that memorandum? 

9 MR. OSTRO: ves, I have it.. 


THE COU Off the record. 


Ts: 


(Discussion off the record.) 


On the record. 


THE COURT: 


13 MR. OSTRO: Your Honor, in support of my 


motion, I wish to just review what went on here 


today and comment on it. 


To begin with, my client is management, 


Grace Housing Development Fund Company, Inc. They | 


made an application for an increase. They made the 


application pursuant to reguiations existing at the 


time. 


There is no claim we didn't follow the 


regulations. We did what we were supposec to do 


under the existing regulations. 
The question here of due process, I think, 


really is a question of fairness and a question o 


what actually took place under these circumstances.” 
Testimony is heard. Meetings were held, admitted, 
that the president of the tenants' association -- 
as a matter of fact, the meeting was held pursuant 
to a suggestion by management, and that comes out 
of the testimony of the president of the tenants’ 
association. 

We have one meeting at which an attorney 
is present. The attorney presents <e fact that he 
wants to see documents. 

The Government says, "O.K. Come back. 

We'll arrange for a meeting and we'll have a meeting 
at which you can see them." 

They come back to the meeting and there's 
a very interesting variance in the testimony. The 
president of the tenants' association, Mr. Mason, 
says, “Mr. Brown laid out all the evidence for me. 
He gave us everything at the table. He said, ‘Look 
at them; we're going to copy them and we're 
going to send them to yuu.'" 

Mr, Allbray, who is counsel present at the 
meeting says, "Oh, no. Mr. Brown held the folder. 
Mr. Brown had a folder. I never asked him for it. 
I never saw it. I never saw what was inside at 


the time. I never asked him for it." 
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It sounds strange, to be very honest about it, 
an attorney sitting at a meeting at which he says, 
“We want to see your documents," and that's why 
the meeting is arranged. He savs at the meeting 
no documents were shown to him and he didn't ask 
for them and it cor*licts directly with the testi- 
mony of the president of the tenants' association 
that retained him. 

More than that, even if there is a dis- 
Crepancy and it's considered as not being important, 
what did the tenants' association do? They pro- 
tested, had two meetings, one at which counsel, 
an attorney, was present; a second time when they 
were present with an attorney present. The attorney 
made repeated phone calls to Housing and Urban 
Development and was told, "If you have evidence 
of fraud, tell us." 

He says, "I have an accountant's report." 
Not a record, an affidavit. He never sent it to 
him. 

Notification is sent to the tenants August 
12th. This lawsuit is started in October. Plenty 
of time to start a lawsuit. A lawsuit could have 
been commenced, could have started a lawsuit to 


stop this increase, to enjoin the effective date 


Cor 


of the increase. 
We're here today on an equitable case, a 
case for an injunction, to void an increase that 
Management says, “We need, otherwise we're going 

to go bankrupt." Nothing is done until the effec- 
tive date of the increase. The effective date goes 
by. Then something is done. 

Now they come in and now they say, “We want 
the increase voided entirely." 

What does due process require? How many 
times can you have an Opportunity? It seems to me 
due process is fairness, an Opportunity to present 
your side of a case; is an Opportunity to question 
documents submitted. Documents were sent. It's 
an opportunity to send, if you have an accountant's 
report, to forward it to the Department of Housing 
and Urban Development and say, “eres what our ac- ~ 
countant says," and that wasn't even done. 

All this time goes by. No lawsuit is 
started by the plaintiff prior to the effective date 
of the increase and they had plenty of opportunity 
and even counsel, on his testimony, even counsel 


said that Mr. Brown, from HUD Xeroxed the documents. 


He said, "I can't get them all Xeroxed. Come up 


here," gave them the documents, turned them over to 
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examine. What more can be done? What more can 
management do? We did everything required of us 
in a desperate suitation, because whether it's briefed 
or not, it's desperate, and now we're here being 
asked, "No, you can't have this increase. We want 
it voided entirely, voided entirely because due 
process wasn't had." 

If this was not due process, then I don't 
know what else could have been done. Not only did 
they have a chance to examine, as far as I'm 
concerned and as far as the testimony is concerned, 
they had what is tantamount to a hearing. Even 
under the regulations today you're not entitled to 
a hearing. 

I submit that they have had that hearing 
and they had two hearings, one of which counsel was 
present alone, and one of which counsel was present 
along with the other people. 

I think due process has been very well satis- 
fied and very well served in this case. Therefore I 
ask the complaint be dismissed. 

MR. TESSER: Your Honor, the Government also 
contends that the tenants were afforded due process 
but even before we get to that issue, there's a 


legal issue which we haven't made other than in our 
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briefs, that due process isn't even required to 


be given to the plaintiffs. There are cases in 
the Second Circuit which are still valid, which 
require that tenants aren't entitled to this, any 
form of due process; however, other circuits have 
determined that some sort of due process is required, 
but even they have a question of how much, we'll 
let that go,. and :assuming arguendo that some sort 
of due process is required, how mucl.? 

In the Chenango case, discussed earlier, 
your Honor, decided by Judge Friendly in the Second 
Circuit, the court did not overturn a rent increase, 
In that case tenants had gone to the FHA and said, 
"We'd like to see your documents,” and the FHA 
said, "No, you can't even look at them." That case, 
the rent increase was not overturned. 

In our case HUD gave them the documents. 
In the Chenango case, the tenants went to FHA and 
said, "We'd like an opportunity to submit materials 
to you," and FHA said, "No, you do not have the 
right to submit materials to us," and still the 
Second Circuit said, "We're not going to overturn 
this rent increase." 

In this case, not only did we -- nut anly 


did the Government not say, "We're not going to 
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give you an Opportunity to Submit documents, 

but it gave them two meetings and a letter which 
said, again, "If you have any information, give it 
to us." 

On the testimony given to you, your Honor, 
there was never an attempt to suhmit one piece of 
Written testimony to HUD. There was never an 
attempt, either by letter or by a submission of 
evidence. They didn't even give HUD an opportunity 
to reiuse or accept any evidence. 

What alternative did HUD have? I submit, 
your Honor, that whatever the Government was asked 
for in this case, it gave. What more due process 
can there be? 

The tenants were very well represented. If 
the Government were as convinced of the merit of 
this case as much as they're convinced of the ef- 
fective and eloquent advocacy of their attorneys, 
we'd have no problem in saying, "Go ahead, you're 
right," but this is not the case, your Honor. 

The plaintiffs have not made any case. Everything 
that they asked the Government for was given to them. 

MR. ROTHSCHILD: I think there are two things 
that I would like to say. First, as regards the 


question whether due process is required in fact, 
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not only have other circuits specifically held 
that due process is required in this sort of case, 
but the Second Circuit has specifically backed off 
from its holding in the Chenanco court case. 

In Lopez v. Henry Phipps Lassa South, Inc., 
cited in your brief on page 8, the Court says, at 
498 F.2d 942, "We leave open what if anythirg due 
process requires with respect to rent increases in 
a projecc like this," referring to a project of 
the same sort as the one involved in this case. 

I might point out in Chenango, as I recall 
the owner was not a non-profit sponsor with city 
and state subsidy, but was a private developer in 
business for profit, and I think that does make some 
difference. 

That leads to the next question. Repeatedly 
counsel for management and for the Government have 
said, "What more can be done?" 

I think it's quite clear what more could 
have been done. They did give us the documents 
but then the only thing they said they were inter- 
ested in was evidence of fraud or inaccuracy. They 
were not interested in evidence of whether their 
decision was wrong, based on the evidence that 


they had. They were interested in whether there was 


Loy 


77 
fraud or inaccuracy in the dc cuments sybmitted 
und they said, "If you give us evidence of fraud 
or inaccuracies, then we'll decide if we want to 
reopen this," and I think that is the substance 
Of what both Mr. Allbray and Mr. Mason testified. 

I think that is also clearly the meaning of 
the letter on behalf of Mr. Weinberg, which is in 
response to the letter of Mr. Allbray. Mr. All- 
bray says, “Give us the materials. Let us 
submit materials in opposition and come to a de- 
termination based on all the materials, and explain 
how you reach that determination. Give us a reasone 
decision.". That's what the tenants are asking for. 
That's what they asked through the whole case. 

Mr. Weinberg says, "Your letter does not 
set forth the position of HUD." He says, "Your 
letter does not quite set forth ‘our position, which 
perhaps you have misunderstood." He says, "We will 
make available to the associztion all materials sub- 
mitted by the mortgagor," and they did make that 
available. But then all he says is, "If you have 
knowledge of the submission of untruth or in- 
accuracy in the submitted material, we would 
appreciate your advice and evidence thereof." He 


doesn't say, “Give us your contentions regarding 
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this material. 


He doesn't say, "We'll make a 


determination based on their evidence and your 


evidence." All he says is, 


"2°n a Government 


agency. If you submit something, I'1) accept that. 


I won't refuse it." 


I think that that is not enough. I think 


that the tenants were entitled to more, and are 


entitled to more, 


and that is the reason that we 


commenced this proceeding. Thank you. 


THE COURT: Very well. that concludes your 


presentation, I take it, gentlemen. 


MR. TESSER: Yes. 


MR. OSTRO: Yes, 


MR. ROTHSCHILD: Yes. 


THE COURT: f want to check whether we have 


your brief, 


MR. ROTHSCHILD: 


Our memorandum submitted -- 


THE COURT: 


I just want to see we have all 


the briefs, 


IT have one here (indicating). 


MR. ROTHSCHILD: 


That's the Government's 
brief submitted this ‘rning. 


Our memorandum was 


submitted with the motion for a temporary restrain- 


ing order, 


THE COURT: is it there, 


MR. ROTHSCHILD: Very well. 


COURT: 


Decision reserved. 


MR. ROTHSCHILD: Thank yu, Judge, 
cm of GETS 
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OA sech certifications provided for tu this Parose. ph 203 stall be ft. seh fore 
ca cllb cactde then to be recorded in the Glfice of the City Register for the County 
wiwcein the Uoustog Stte ds locuted. Lf the City shot) refuse or fail to provite any 
edetiffetton in accosdance with the provisiias of this Poragrey). 193, the Cty shall, 
within $0 days after written resect by the Mousing Cen pray, provi-te che Newsing Corp. 
"Stth a uritten statencut indicotive, tn adecsate detot), in what re pects the toy 
Copany hos (atled to complete the improvencats in accordance with the prowl: leas of 
this Agreccent of is otherwise in default, cud wast we cos or 'C35 fe willi*be neee: 
‘in the opinion cf the Clty, for the Housing Ceopany to take or perlcrm, in excce to 
ebtain such certification. ~ 
It is expressly apreed by the parties hereto that the Nousf{r, Company stall not have 
the authority of power to sell, transfer or lease the housing site for redevelopment by 
a redeveloper other than the Housing Company vuless experers provision for save is mode 
in this Agrecsent or approval for ruch cale, transfer or Iease is suthorized by MOA anc 
the Board cf Estimate of The City of New York. 


¢B) Anything fr: this Apreccent to the contrary notvithstinding fn the event of 
eny enforced dclay or deluys in the performance of the Wousing Cur pray's oblinotions un 
this Agreement by reaton of (1) any sets, laws, rules, regulations or orders of the Feder 
Covern=ztnt or ef the tLtate or City of Kew York, ineludins, but not liiced to, ceatrols 
or restrictions upon # requisittoniosg of wmatectals, cerljcent, tools or labor duc to wee, 
wational Ceterse or eweigea (2) jedfetal or elher lenal restrictions on the prosecuiinu. 
of the Project; (2) actions of the City, State or Federcl Covermnont; (4) cers of God ¢ 
of the public cnezy, acts of any other centracter or arcicy dn the oerformomnce of any 
Contract with the city for vork Sn tuids area, fires, t)ecls, epiecvtes, quersatine ree 
ctricticns, strikes or other labor disputes, freight coberpoes and wrether of unu:uol 
teverity such as hurricaces, torncde.s end cyclones; or (") eny delsy er deliys of iny 
Other contractors engaged by the licu.'nr C. pany, Leceuse of eny of the matters co:.tained 
fn this sulJivisien B of Para,raph 293, the alice for the perforucnce of tie Poustry 
Correny's obligations uncer this Agreement shell be exter'id, for any one or rore of ti 
Cruces set forth above, for such periods is the WA end the Agency thal) Ciud fa writs 
to be the period of such enforced cclay or delays, provid. that the Lousivy Ce.pany 
motifics the LoA and the frency in writirg, within ofaty (C0) dayc after the be, anting 
of such delzy or delays, of the deley or delays and the cous: or cevses thercor. IE 
flere thocld Le ony enforced delay or dcleys for courses oiler thrn Chore Disted ta this 
tebsiviston b of Yerapreph 203, which delay or delays cre teyeund Lhe ceatrol ond whetiu 
the feule or negligence ci the Hous!:,, Cozpany c+ fd celay or delsys (Lut fn no event to 
execed six menths) aay be cxeused in writing foxv the perio! of cuch delay or celays b; 
the IDA and the Apeucy. The EDA and the Agency may also excuse in writing the fcilure 
to send tincly notice of cuy dciay or deloys cs provided for sbove. 


<<) All activicice relatin: to constructton of the improvertents: herein shall 
prepress and be perforecd purcucnt tu the work echedules for construction cf the lroject 
eetcliished by the Agency, as such schedules ecy from tice to tine be revisec or be snenc 
by the Agency. ~~ 
. 

Tf et the end of any quartcrean ew. 1 period rcferred to in euch work schedules, the 
Construction of the feprovenents on the Nousine Site has net prepresied aos required by 
Btch work schedules, as revised or eocnced, and cuch celsy {3 not crsoused purrurni to 
the provictens of subdivi:iousd of Lube Poranee:’ F063, Chen tw chat event the Le ang 
Compeny shall be in default usder the terns of Chic Agreccent. 


8 , 


In the event that the dcliy or dcluys, referred to in suldivisica & of thi. Paoragr.p!. 
203, f:.tcclere ulth the preforrence of teas of the Noustng, Cotpsayts chblige tious, Lut do 
fot prevent the performance of cther obliputions of the Lovelop Cor pany, parttoculasly, bee 
ret bi: ited to, constructicn, th: Heurtee Company shall preceed in eccordonce whit chads 
Apever cit with those eblicst! 


vit the ree ee ve wi witch « BSk se ete bs cee 
boy er celevr,. wrt> ‘ ’ : ses Ss exe of? Cou she Cor 
ate Se - , } owls guise ue 3 Peo ede paoviled. 
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LE Th eC A I (te A le at. tm weal ts nails ht tliat tant tialitalt sl tat tie Ratan dha hited, 
‘ 
: . ee . ° . . 
tn, The Monaing, Copan shal) ss ' ote rey ct in veating to the Lon within one (1) s 
month after It wequls hale te the Rowstey tte and every three (3) month thereatees 
@3 to the projrecs of the construction of the fwpreowsecnts on the Housing Siivrme te | 
' : 
205. (A) The Mousing Company hereby watver (ad the Micrteryi-tive Property under t! f 
‘Apecemens end ro the cencr alter th: conveyence of the troperty provided fer tna the Arre 
- 


Bent) any cod all cleins to eweeds of caaspes any, 'S compensate for tle closine, 


Vacation, or change of prate of ir: 
fronting or abetting or, er adjacent 
& 
- Plon, is to be closed or vacated, 


tho request of the City rubserib- 


street, tilicy, or ¢ ghteoters. y Vithir o 


te tho Urlan Kenew 
ead shall u; 


city in ony petition or procecc! 


tLiof public r 
to, the property wilch, pursvaa 
to be charyed, 


4 
er the grivtec of which is 
Lo, and Join wilting tie 


on 


Tequired for such vacution, dedic: tian, change of prade, end, to the extent necessary, Po 
fezoning, and exccute eny waiver or cther docwsent in reepeet thereof. ’ . = 


(B) Tha City reserves for ite-1f, the City, end eny public utility cc pany, as . 
Bay be epproprinte, the cagualiifed vight to cater upon the Preperty ot all ressonable 
Cines for the purpose of reconstructing, mainesinirs 
ee * utilicics which may be located vithin the Yreperty bow.liry Mnes. 

(C) ‘the Housing Company cicl) nat construct any Lutl¢ing or othe: structure or 
irprovesent on, over§ or within, th: boundary lines ot any casecent for public utilitic 
unless tuch construction fs providcc 
IL cpproval fur such construction $f: 


» ie 
for in evch easeseut or has bern opprovee by the Cir. 
requcrted*hy the Ussing Coxrpany, the City shall use 
its dest effort: to assvce Laat such epproval ehcll net be withheld unteasensbly. 


(D) Prior to the conveyance of the Prov 
the Clcy shell permit reovesentatives of the 
of the Property cs to which the Clty 
Of obtointus dete end u- 


rty by the City to the Rousin: Ceapany, 
pony to have accecs te 
s St all rerconable t‘rnes 


& the Sreperty 


Heusineg Ce 


any part 
Lelids ettle ‘ a bg 
. sce at Ol cle purper: 
» Warfeus test . teure: vy art 


tds 
the Jorecccnt. “fter the conveyance ef the F: perty by tae City to tke Kousirs Cenpany,  { 
Che Nossing Coupavy shall permite the represeatotives of the City, and tha United Staces 


“Of Aucries access 
-“Lor the purpozes 


pit 
: 


to the property st 
of the égres: 


i 


belne performes in connectie 


reaver tle tires 


vafeh any of thea deons mecensar | 


ren€, Ireludsar, but not Mitted to, fuspecetion of ali work 
m vith Che construction of the t prover: 


fee. NDI corpensation 


thell Le psy. ble nor sheli ony charg: be mode in eny for by coy party for the access ' 
proviess ‘or an Chis Percpierh. ’ 


Cut expense to the City, shall Install end couscwuet all siccewalke vithin.the VourtIng Sits 
Wut és te periplerval streets tids obifpution sholl be Maite! to th: cide of the street : 
OF ftrceets sbutting the Housing Sitc. , 
206. If required by the penersl plan, the MDA chell tnitinte, within s perfod of thirt: 
(320) days frem the dace of cxncution sud dclivery of this /ypxvecnent, 
end rerosc the erea in the City within whitch ch. Project fs 
thereto, in such manner es way be precticeble ent sudtable 
& éu¢ coucistent with the Urbia itcnewal #lon ond the Project 


proceeainzs to zonr 

located, end the areas adjzcen 
for-moeretion of the Project 
Fisn. 


. ban. 
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_ Urban Pevelopeent ard the 


ARTICLI. ITT 


COUAL purnoyt Ne 
USUCE Feptran an 


302. The suthortacd representatives of the City end Feccrel Coverrsent shali 


be permitted to ins pect the activittes of the Sees ing, Company in connection vith con- 


Struct‘{on of all new buildings and inprevine euts under this Apreeczent and the Housing 


Ceo:npany chall clso permit the inrpection by 


such euthorszed representatives of such iad 


pSyrollts ent related records erlaining to che foregotns activities 
P & £ é 


302. _ the Noustng Co pony, for itcell, 


“7 
Ne 
‘ 
thst in the construction of the fzprovenents {mn accord.nes with the provisions of this 
Agreceents o- ‘ ? c 
. 
(2) Th: Nousing C-ooany ef2} not Oiscriainate against any employee or 
Applicant for azploymut Lecauce of race, 


culos, rellj ion, sex or nz tional origine The 
Housing Cecpany will take alfter ative action to ensure that oppltcants cre exployed, anc 
thee erpleyces ore treated durt; , enployre -y eltheut reid le their rece, Color, rel 
fet ov nations] origiu. Such action theli include, bne not be lLisaited te, the followir : 
Qopseyrent, vocredirs, denetion or transfer; recrudtnent o: 
ination; rates 


MZ recrultiaent advest 
fncluving of: ertfeethip. The ie 


of pay or cticr forms of cCorpenrations; ond cs ivctton fe 
{ The ving Copa y agrees Co post in cursnfcucus plo 
@ble to enpleyees and *ppltecants for expley. 
forth the provisions of this now liserivinet iow clause. 
(b) The Vous ing, Cecpany will, in el) colicttation. ov adveriuccnents for 
er ployees pliced by or en o Sonpany, state that all qusdlified c 
Pleyrcut withort 


vihail of the , oe 
Chals wlil recs ive cousideretion for ¢ 
@ex or astilonul origin. ‘ 


teyard Lo rece, color, religton, 


(ce) The Vousing Company will sent to cach Vebor untua or Tepresentative «f 
Workers with which the I: vein Cx 


Come " hes a collective b-rpetntun “p"eement cz other 
Contract or underetancd{ie, a netics, to be provi 


ided by the City, eovising the said Jab or 
union or werlLers! representative of the Nousila; Co: spany's cermsttrents under Secaten 207 
of Exceutive Order fo. 1124 


de Of Septesrber 24, 1965, and choll pose coples of the notice 
in con:picuous places available to exployees end apphiecnts for exployrnent. 


(@) The Wourina Cv veny WL) cecply with od] proviston. of Execuitve Order 
No. W256 of September 74 


© 1965, ef che rales, repulatious end relevant orders of the 
Secretary of Lxbor, 


. 
. 


(eo) The ie Ping leo ay VEL) ferateh all fifersation and reports requires 
by fxcevtive Order No. T1255 of Sepee cher 24, G5, and by cls endes tepuleh&fons ena 
over: st of the Seetstary of LeLor, ov PSMA Caveeto, Sod whdd peste access ee the 
Housing Cepiny'a books, 


lecunrtis an! accounts by thy City, the Sees my of Hour im- and 


Seeretrry cf Sebos tis et operes of Inverts then io «+. tata 
“Corpilence wlth cuch rule 67st %.$ as ced est se . 
CF) Ye the evece of ¢° *ye089 6 ee "oh ate 
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ct Se a ate Hi Fb. wg Bay eiseaboe i PUTL Cd whCorEtert Coutract: te aecore 
Pace when procesves cutleos! CG fie Peet ive Ge fer pe. D Ls bs Wat a i {2 cle, Seg 
Poh wth eo serer te m rovil G06 ord pews 4 i te OME ey bee teem, See 
oe eh ee ae ae ee 3, .¢° fan bo sedis Oe ’ moos i ae. 6 ret Ss to fence 
ee. enh. nerf 5 Y, Pave ae o\te 
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and {ts successors and assigns, agrees nN 


MC, noticen to be provided by the City scccin, 
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POA SOLA IOC C Ot Nine ath AERIS PC Ar es stant idinas ine Desks tne. cerabuneting Maniainigrtue nen 
. 
roe t Se a 
a 7. . nd e ‘ 
¢q-3 The I" bun Ce FETS beg TEM? cs {tovictene af Pars,.*.:- he Ca} teresa,’ a 
G33 ©% see Mansy ot 002 fae e Mey Gancrace op gucch.ce esder, and v8! scushee tte ane 


Chucton of these peovastons in ewery “sha. ateret cuteced Inte by ony of its Fomiractac., 
walegs .9. ted wy aul Se Trpylation. es orders of the Sceretary of Labor tesucd purtvonut 
tv Secttes, -0% of Leweative Cader he. 11246 of Septenber 2%, Use Se 60 thee such Provisite: 
WIT be ctalin: Vpon cach such controcinr, subcontractor oc venter, es the case ss 
the Bowl ine Caspaew vill cots tuch act!sn with ressect to aay cwoustruction ceatr 
POM KHL Cr puree order as the City way dfreet 2m a recas of enforetr such prov! ston: 
inecluctir cancetou: for honece:.plicnces MOVED, UAIAVER, that ta the event the 
Cespany L. cores fitweved im, ce fc theertaned with, litivation with a contractor, set 
Comirécie 8S 3 result of buch dfreetion ty the City, the Housing, Company way request 

tne Unite! Stetes te enter into such litipetion to protect the interests of the United . 
Strtes. For the purpose of including such previstoans, tn eny conctructiun contract, sube 
contract om purchoce order, 29 reqaited hercby the firet three Maes of this Section 
Shall be changed to read "Dueling the perforausnce of this ecrecnent, the Contractor egrees 
03 follesss" and the tens "Housing Con peny” chall be changed to “Contrector®, 


c ut 
che SUue 


> 
N 


‘ Eee ‘ 
303. Durirg the performance of this Agreesent, the Nousing Coxpany eprees. 


as follows: , mgt 
. ny 1 . . 

(a) The Nowston Company will noe @{serfisinste apeinst ony enployce or applicent 
for enplowrent because of rece, color, religten, sex or nationsl orinin, and will tcke 
elfirmrtive action to tusure that they ere efford:d cesal coploysent cpportunicies with. 
out disert ination becouse of reec, cree’, color or natteasl orifin. Such ection shell 
be Crken with refecence, but rot bw BMeltee tes ttutivent, <sploynemt, job asst, sent, 
PrOwOblen, cogredion, devotion, treuslec, } yolf or teraination, rates of pey or othes 
forms of compensation, and selcetion for treining o- retraining, including epprenticeship 
and on-the- jot training. . 


«t) The Voustag Coapony will eend to each Jaber vufon or representative of wor, 
With which 2¢ hos or {8 beund by ce collective barnatnin,, or ether &steemut or understan 
& wnotiec, to be provided by clue Sante Corral eston for Nuun Rights, cfvistus cuch Mabor 
wnfon or vepresestative of tie Lousing Company's agycenent wonder clauses (a) thresph (4) 
ef this Parayreph 203 (heresnaflter called 'moneditert. ination Clauses"). If the Houstre 
Corruny vos dhreeted to du-ro by the Chiy as part of the bd or wepotiction of thic cun- 
tract, ths Veusing Ceo:pany shell reevect such lakes valon er representative to fuenich: 
G2 whi, Qoeritten clotorene thre tuch Devoe woton or rencecentetive will net dlserinines 
bicauce of race, color, rebigten, sex or wetional ortpin, ane thet such Vabor unton or 


repecsemlative ckther elit alLisaartvely Conperste wlcldn the bictes of its leva) wat > 


coutractursl authe: ity, in tic ioplemontetion of tho policy and provistous of these none! 


the terns and conditions of exploynent under this contract shall be in acce; ance with 


Ciserlntuesion clouses or that it sonsents and agrees that reervituent, ezpleyment, cud = 
t 
_~ 


the purposes and provistens of th-e+ noned!cerininet fon clauses. If such Iebor untes or 
Teprescutstive fails or refuses to couply with such a recuese that it furnish such 2 


Btatiacnt, the Housing Coupany shall Premply notsly the State Cocutssion for Niuwaan Right 
of cuch failure or refusal. aD ave ? 
e ” 
(c) The Mousing Conpany will post end keep ported in conspicuous places, avail- 


eble to expiovees and applicants for ceploycent, notices to he provided by the Stete 
Commission for tMuwan Rip bts erected, forth the substance of the provisions of clauses 
(a) and (b) of this Perogréph 203 and such provisions of the Stotets laws opainst dis. 
crimination: 2s the Stale Crculs:i0n for Kvaon Rights shall dctervine. 
‘ ° 

(¢) The Hous{ny, Company-will etetc, fa all eolicitations or advertisensnts for 
toployees plecod by cr on behalf of the Housing Corpany, that all qualif{te 7; lf eaats 
WELD be allorded eqal employment oprertuaities without Giscrisination becasts of race, 
Coler, religlen, sex or natforal origin. 


L23 


| 
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° (6) The Housing, « ey WEEE cor ndy wit! the praviutons of 4, ttens 279. “9 of 

iMe Laceulive Low and tle Covel bay. Low, will furnish all tafe, Clon ead reports. 

Secacd necesracy by the tecte Cossbs fon fer ihasan Riptts under thice nonediterisstnat le 
Cltuses end och eectives of Che Lisccurive lav, and will; MiG cccven Co it% LOOKS, 

wVecords and sccounts by the State cx eheston for. Noses Rights, the Ate. rney Cene “ 
Venteipolity, ¢ tssiener of Neuct: end Ce and Che Industri.l Cemmissic 
foe purposes of tnvesticn: fen Co eocertatn corplleece with these ro. diserininction 


Clauss end tuch sections of the Lxevutive Low and Civil kights Lav, 


wily Renevel 


- . 


(f) This contract ney be ferwith cancelled, terminated or suspended, in vhole or 
in pact, by the City upon the basis cof Eindins mede by the Seote Cerraisetoa Cor Puvsal® 
Rights that ch Kousiny Corpany hes not cecodied wfth the 2 nonediterimination clauses, = 
Ond the Novsing Cowpsay esy be deelured tneli, thle fer future contrects made by ¢r on 


behalf of the state, or a public futhotity or cuoncy of the State or lhouring buthority, ¢ 
or an urban reneval arency, or corteneta trequivang the epprevel of the Counissfoner of < 
Houtins and Corsunity Renowal, until ft hes tatisified the State Coratssion for Muse hi 
Rights thot ft hes established end is corryley out a preerts in conforntty with the = 
Provistons of these non-d!serininacten Clovacs. Such Cliuding shall be mede by the Cc 
Etate Comnisaion for tlenan miyets afters coneilictien efferts by the Cocticsion have . 


feiled to schleve enuplian-e With these nom-fiecristnetion clauses end efter @ verified © 


Cocpleint hae been filed vith the Convission, notice thereof has Deen Eiven to the 
: ‘ 


Housing Co: pery and dn oppostenity his been alfervdcd dt to be heard peolicly before 


three menbvers of the Cor utuston. Such sanettows ray be Irpesed ond reiedies involied 


fadcpendently of or in edcitton to tanctions. cud rezsades otheiwi - provided by lav. 
‘ y 7 


y.) Tf thta costrzes $5 conceded oF ter: 
3C3, in c4dstien to other rights of the City provided tn this contract upon ils brerch 
by the Houstne Cospany, the Vousina Co roany will hold the City harnlecs against ony 
addittousl expenses or costs tncursed by the Cliy da cezpleting the vork or in rerchesing 
the services, weterfals, ecutpisent er furpHiles contenp) ated by thir coutreet, end the 
City rcy clthhold Peyrents from the Lousing Cer: ay im in cmount seff{ictent fer thts 
Petpose sid recourse may be had against the furcety on the pecfomrancea bound f. Vecestary. 

. - . 
Ch) The ier sine, Company wl) {ncledo the Provicions of clouses (a) chrourh (pf) of 
this Perarcraph 303 tn Cvery contract, subcontract 
flect the preper {Uentity of the perties tn euch 
Vindive vron es-h eontracter, 


‘ated under eleuse (£) of this Porspraph 


OF purchuse order altcred only to ree 
a eanner that cuch provisions eL£Il be 
WOotertocsctor or Yoder an bo operations to be ferlorsed 
Within Cue State of Mew Yo °. The Houssuy; Coxpsny wall cele such action fn culoreing 
SCch previstons of such Crretect, subcentrect or purchase order aa the Clty pay direct, 
ineludirg sanctions oy remedies for nonecevplionce. IF the Nousing Cycpany becomes 
Anvolve! in or'ts threatened with Miicction with a contractor, Bubcoutracter or vender 
@s a result of such dfreetiun by the City, the Rousing Company shall prompt'y co norily 
the Attocucy Cencral, Tequerting hia to dutervene and pretece the interests of the State 
Of Kew York. . 7 


. . . 


, 206, ADVERTISING. The Housing Company arreen for ftrclf, 
Chet ducing conctruction ees thercaleer the liousine C¢ peny and 06 succencore and wssicns 
foal) tnclude in al) tévertislus for the sale or rentel of the Pioperty, a statenent to 
the cffrcte (a) that the Freperty £3 ope.. to all persons without diserintnotion on the 
basin of race, color, religion, sex or uctienal trivin and (b) that there shall be no 


ineriuSnetion in public accers end veo -f the Property to the extent chet dt ds yen to 
the puplic. . . , 


{ts svecessnorn4-d aseien 


. . . 


305. 


4 The Housing Company arrces to pa Lt to in any Construction 
‘Contract related to the sroject, the follcwing provisions: 


” : A. (3) . 
4 (a) The contractor will rot diseriminate arainst any employee or 
‘ eppiicar:: for employment bk.cause of race 

Origin. The contractor wil) take afrirt:ative accion to ensure 

% that employees and applicunis for cmployment are treated without 
rerard to their race, ereet, cclor or natioral evieia. As used 
horein, _ 
+ the folle 
compensa 


Equal Employrent. 


ng: reeruited, 1: 


tther by edvertisines or other means; 


ue 
compencsatie 3; selecced fer training, incjudins appren: ics 


(b) The contractor will, 4: solicitations or advertisement 
for employees place! by orsen tehalf of the contractor, state 
that-al) cualified applica:.: will be considered for employment 
Withcut repard to race, creoG, coloxy or rational origin. 


5 
} 
| wz ,.Of this rnondiser 


(c) The contrecter will 2-4 to each laber union or othtr repre-~ 
,eentativa of worrers with tuleh he ban 4 collective barpsainine 
! mer 


hn notice tn Re 


Sipe acreen-n. or ether contract ¢r undersitamlinn, to de 
provide ajiv 12 3 i sve of 
the contrac: Order 
Ro. 71 and st ~laces 
availabjc to 

‘ (ad) The contractor will coomly with all previsions of Puecutie 
Order Vo. Fl ana cf the rvul.a, roruic.ions, ant orders issved 
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AGREEMENT 


Between 


THE CITY OF EW YORK 
And 
GRACE HOUSING DEVELOPMENT FUND COMPANY, Inc. 
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280 Beroadwas New York, N.Y. Wert 


TITLE REPORTS AND POLICIES 
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X-6-22M-321033(73) ES 346 


N° 9804 


STATE OF NEW YORK, 
COUNTY OF KINGS , 


I hereby certify that the annexed is a true copy of an instrument made by____.--.-___--_------ 


CET OF New YOR Soran s 


___.GRACE HOUSING MERT. FUND. COMPANY TIC 

Snot noes sreces besser es se cceresecseenseeseeeeeceees: season cess erctee oR pane Poh b he Bceenne mone ancseneerense comer oe 
recorded in the office of the New York City Register... KINGS... County on the...7TH_ 
bay Ob nee DECEMBER 1970 gp 11222 A a4, in Section... Block-3736. 
Liber Reb 93 enone ici sicocsbeloenl |S Sayed Aiewemenes Page...16.18 


In Testimony Wuereor, I have hereunto subscribed my name and affixed my official seal, 


3RD OCTOBER 19.74 


Ci cicicetrcaicsssessione: GRY Castanos ESTATE RETR) «| i. Soo. 


PAE OFLU RE 


City —* 


2M 


CITY OF NEW YORK 


to . 


GRACE HOUSING DEVELOPMENT 
FUND COMPANY, INC. 


CERTIFIED COPY 


eee 
CITY OF NEW YORK 


FINANCE ADMINISTRATION 
OFFICE OF THE CITY REGISTER 
KINGS County, 


Application No. 


Prepared by OY Sane eee Nee a 
THOMAS N. ROTHSCHILD 


POP pinticccspcennensicens mane aes 


Address 503. PENNSYLVANIA AVE. 


Taawecten: soneeeweseneennwsernascet seesstassteseeeerous escreeence 


tc 


B'KLYN, N.Y. 
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a THIS IICEITURE made the 1», 74 day of Cecarihes » in the year | 
Sqrs Que Thousand Wine Hundred and JSrvewiy between THE CITY oF Koy TORK, s 
mmicipal corporatien, having its principal office at the City Hall, Borewh of i 

85 ZF bseanartan, City end State of New York, hereinafter referred te as ths party of 
} 


\V tas first part, end D2ACR HOUSI) DEVELOPMENT FUND OfPANT,Iac., & cerporation 


iw 
@uly organised pursuant te the provisicrs of Article OD ef the Private Housing $ 
Finance Law of the State of New York, a9 cnended (otherwise known as the Housing en 
329? sereropaeat Fund Companies Lew) having its principal place of businsss at 75 a 
er . Vermont Stroet, Brooklyn, Now York, 11207, hereinafter referred te as the party os 
is ef the second pert. * = 


WHEREAS, The Beard ef Estinate ef The City of New York by resolutica 
adopted on the 20th day of August, 1970 (Calender Noell) duly ordered and directed 
the eale of the promises (hereinafter described es the "Disposition Area") for the 


WEREAS, the agreement botween the party of the firet pert and the 


2 

3 

Y 

y 
( negetiated price of Eighty-Four Thowsand and no/10 (36,000.00) Dollare; end; 
7 
9 perty ef the cecom part, dated as of Avgwt 20, 1970, hereinafter referred ta 
1 


as the "Azgreenent® previded fer the sale of the "Disposition Arca® fer the nagoti-= 


1) ated price of Eighty-four Thousand and no/l00 ($£4,000.00) Dollers; and 

ff WOES, said previses wore sold by and under the direction ef the 

ly Commissioner of Real Estate on the //77 day flrs nly, /f70 ab Roe 
73 2000, 2 Lafayette Street, Borough of Manhattan, City of New York, fer the eus of 
2 Righty-feur thousend end no/100 ($64,000.90) Dellara; 

2° WM, THEGIFORE, WITNESSCTH: That the party of the first part, in cone 


2? Gideratien of the ows of Kighty-feur Thousand md ne/l00 ($5,000.00) Dollars; ef 
33 the United States and other good and valuable consideration paid by the party ef 


enaeensest tL AACE LET OLE LLL AOL OSE LEAL EL LL LT OS 
unl 


& the second pert, docs hereby grant and release unte the party of the second pert, 


ite succesoers and assigns forever 


. ” plCALUTA'’ “TMF OF & 
i ryeeeren eay! ° pew ye ay ¢ 
ries 4 EE 


QL THAT CERTAIN lect, piece er parcels ef land with the buildings and inprevesents 
thereon erected, eltusted, lying end boing in the Boreugh ef Brooklyn, County ef 
Kings, City end State ef Mew York, beuried end described as follovst 
BROINING et the icterssction of the wesicriy side ef 
Pomsylyscia Aves vith the southerly side of Pitxia 
Bl 373? Aveme) thence southerly along the westerly side ef 
eit 3 Pennsylvania Arenue L00' te the northerly side ef 
Balnont Avenues thonce westerly eleny the northerly 
pide of Belaont Aranue 200' te the easterly sics ef 
Sheffield idvenve; thence northarly aleng the easterly 
gide ef Sheffield drenus )00' te the seutherly cide 


of Pitkin £vorie; theave easterly aleng the soutberly 


! 
>’ 
q 
if 
£ 
¢ 
? 

5 
r) 
é 


/ 


=~ 
~ 


eida of Pitkin Arenus 200' te the point or place ef 
Boonen. 

BEOTICUING ut the intersection ef tho seutherly side of 
Pitkin Av:nve with thewoterly side of Sheffield sreme; 
thence southerly aleng the westerly sice of Sheffisld Avenus 
100'; thence westerly parallel with Pitkin Avenue 100'; 
thence nertherly parallel with Sheffiold Avenze 100! te 

the southerly side of Pitkin Avenue; thence ecsterly 

aleng the southerly side of Pitkin ivenue 100' te the 

point or place of EXAININ. 

Tue parcels described above aro knoen sa Sites 32 and 32 sddition ef the Central 


Brooklyn Cecstunity Developmsnt Area. 


ae tie ade che eee ae i 1h ~ 


ee a ee ee ee ae ee eee eee 
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TO HAVE AND TO HOLD eaid premises herein cranted unto the party 
of the second part, its succossors and assigns forever. 

Subject to: 

i. Any state of facts an accurate survey will show. 

2. All the terms, covanants and conditions of the Agreement on 4 
into between the party of the first part and the paxty ef the cecond part, 
Gated as of August 20, 1970, and approved by the Board of Estimate on 
August 20, 1970 (Calendar No. 11), and intended to be recorded simultaneously 
herewith, 

3. The trust fumd provisions of Section 13 of the Lien Law of the 
State of New York. 

The party of the second part, by tho acceptance of thin deed, 
covenants and agrees for and on behalf of itself, its successors and 
assigns, «end every successor in interest to the land conveyed hereby or 
any party thereof, and any leases of the land conveyed or any part thezsof, 
which covenants shall be covenants running with the land to effectuate the 
following: 

(a) To undertake, commence and pursue the Froject and to complcte 
the same in accordance with the “Project Plan" contained in Schedule C of 
the Agreasent subject to and limited by the provisions thereof, 

(b) To devote the Disposition Area to and only to and in accordance 
with the uses specified in the Central Brooklyn Community Development Plan 
contained in Schedule A of the aforesaid Agreement, and as said Central 
Brooklyn Covmunity Development Plan may be amended from tine to time. The 
said covenant is to mm for che duration of the controls of said Plan and 
expire om December 19, 2Q0!. 

(c) To coaply with all Federal, State and Local laws in effect from 
time to time, prohibiting discrimination or segregation by reason of race, 
religion, coler, sex or national origin in the sale, lease or occupancy of 


the Disposition Area or any rart thereof, 
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(4) To comply with all Pederal, State and Local Jaws in effect 
from time to tine regarding non-discrimination, and not discriminate 
wpon the basis of race, religion, color, sex or nationsl origin in the 
gale, lease or rental or in the use or occupancy of the land conveyed 
or any part thereof or any improverents erected or to be orested thereon 
or any part thereof. 

The esreezents, covenants and provisions heretofore provided in 
this INDENTURE and all agreenzents, covenants and provisions in the 
Rgremment shall, a8 provided in accordance with the ssid Agreement, run 
in favor of, and be enforceable by, the party of the first part, the state 
of New York and the United States of America. 

Notwithstanding the specific recital in this deed of certain of the 
covenants and agreenents which are provided for in the Agrecment, cach 
and every covenant and each and every agreesent contained in the Agrecnent 
shal) not in any event or in any respect be merced with thie deed but 
each and every covenant end agreenent shall survive this grant and renaain 
im full force and effect. 

IN WITNESS WIEREOF, the party of the first part has caused th: se 
presents to be gubscribed to by the Cocraissioner of Real Estate and by 


the city : i >. its corperxte teat ste be hereunto affixed the dsy and 


‘. 2 ie 
- - 


year 2 rf abeve® wrixten, 


“Commissioner of Keal Latate 
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, 


2 
Vae, bh Ap atin 
_ doting / Corporat ion maak 


+= Se. ; . ‘ 
ee eter o EOS at —— be . 
ee ee ee ~ me Be one Pe ee tle het a telethon teats 
ed 


UN 


ear ere 
hie eee ee ee ee et ee rm 


STATE OF MEW YORK ) 
COUNTY OF KEW YORK) ss: 
CITY OF NEW YORK ) 


+ 
On this //r4 day of (ecenleAs, + fjo vefore re personally 


came KERMAN KATZ with whom I am personally acquainted, end known to me to 


UN 


be the City Clerk of The City of New York, who being by me duly sworn, did 
depose and say that he resides at 30% Fast 79th street, in the Borough of 
Manhattan, City of New York; that he is the City Clerk af The City of New 
: York, the corporation described in and which executed the foregoing 

‘ 


instrument; that he knows the seal of said corporation; that the seal 


S99 **Pcy 


affixed to caid instrament is such corporate seal; that it was 60 affixed 
as provided by law, and that he signed his nase thereto as City Clerk by 
like authority, and further that he knows and {s acquainted with TRA DUCHAN, 
and knows him to be the person described in and who, na Corzaissicner of 
Real Estate of The City of Mew York, executed the said instrument; that he 
executed the said instrument pursuant to law; that he saw him subscribe 

and execute the same, and that he acknowledyed to him, the said HEANAN 

KATZ that he executed the same, ind he, the said HERMAN KATZ thereupon 


subscribed his name thereto. 
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CITY OF NEW YORK 


to 


GRACE HOUSING DEVELOPMENT 
FUND COMPANY, INC, 


Se 
CERTIFIED COPY 


o . - , 
CITY OF NEW YORK 
FiNANCE ADMINISTRATION 
OFFICE OF THE CITY REGISTER 


> 
Charges $ 6.00 
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Application No. 367927 


Prepared by M.T, 


————_, 


ee HOMAS Na ROTHSCHILD 
Address 503 PENNsyLvAl@® ave. a 
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N° $802 


STATE OF NEW YORK, 
COUNTY OF KINGS , 


I hereby certify that the anncxed is a true copy of an instrument made by 
CITY. OF NEY YORK 


— 


to. 
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GRACE HOUSING DEVELOPMENT FUND COMPANY, INC. 


day of... sevnee DEC “MBER 19.70 __ sinc cecoscocis ne ee I Block3.736 _ 
Liber/Reel..... Ap 5Sly..coaveeccsons Se ORO RR ectsirinacociamacnele Page... 066...» 


In Testimony Wuereor, I have hereunto subscribed my name and affixed my official seal 


ee 3RD Oy 0... OCTOBER _ 
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U.S, DEPARTMENT OF HOUSING “HD URDAN DEVELOPMENT 
FEDERAL HOUSING ADMAMISTRATION 


REGULATORY ACF ELEMENT FOR HON PROFIT AND PUSLIC ROATCACOLS 
UNDER SECTIC™ 22143) OF THE RATIONAL HOUSING ACT, AS AMCRLED 
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Project No 0127-55201 - N.P. tate H 
Morigagee INSTLCORP, INC. 
Amount of Mortgage Note $4,662,400. 00 Date December 14,1970 
Mortgege: Recorded: State County Date | 
i 
Book Page mm { 
= 
This Agreement entered into this 14th dey of December 1°70 tii ; 
between GRACE bOUSING DIVFLOPMENT : Cy: 
FUND COMPANY, INC. -* e 
whose eddress ts 475 Yermont Street, Brooklyn, New York R: l 
their successors, heirs, ard assigns (jointly anc severelly, hereinalier referred to as Owners) end the undersigned [own] ‘ 
Secretary of liousing sr ~ "than Development and bis successors, acting by 6nd Uirough the Feders! Housing Commiss100- =~! 
ex (heremnafter called Co... aoner) Gc 


. 


In consideration of the endorsement fot insurance ty the Commissioner of the ebove deactibed note or tn considet- 
etion of the consent of the Cormissioner to the transfer of the mortgaged property, and in ordet-to comply with the require- 
ments of Section 22i(d43) of the National Housieg Act, 3 amended, ed the Regulations adopted by the Commussionet 
pursuant thereto, Owners serce for themselves, their successors, hess end assigns, that an connection with the mortgeged 
property and the project operated thereon and $0 long as the ontrect of mortgage inevrance Continued in efiect, and 
dunng such further period of ime as the Commissioner shel: be the ownes, holder ce reanserer of the cortgage, of dur 
tng eny time the Commissioner 18 obligzted to inscre @ mortgage on the mortgaged property: 


' 
i 
' 
! 
i 
' 


1. Owners, except os limited by perngreph 18 hereof, shall prowptly make oll payments due under the note end 
mortgage. 


2. (a) Ownere shall establish or continue to maintain & reserve fund fot replacements by the allocation to such 
reserve fond in a separate account with the morigagce OF ia & sule and responsible depository designated by 
the mortgagee, concurrent!y with the beginaing of payments towards amortization of the principal of the mort- 


ele 


gace insured or heid by the Commission: of an amount equal to $1633 75 

per month unless @ cuifereat date oF . unt 4s approved im writing by the Commissioner. Such fund, whether ia 

the form of #2 cash deposit of inve’ nu obiegttions of, o -wily puarentred 88 to principal by,the United States : 
of America, shali at all times be ur stmt of the mor ce. Disoursements from such fund, whether ‘ 
for the purpose of efiecting rep: + y tre cvwral elements pot mechanical equipment of the project o¢ for ; 
ony other purpore, vay be meade on., @ aceiving the cons sat wm writing of the Commissioner. In the event : 


2 @ default in the terms of the mortgage. puri sat to which the joan hes beea accelerated, the Commissioner 


o>ply ot authorize the ep). cation of the stance in suck fend to the emount due on the mortgage d-Ot as 
eberoted. ° 


(b) Where Oeners ere acquiring @ prosect 8.58) subject to en sasured mongoge, thi: reserve fund for replece- 
ments to be established will be equal to the amount dut to in such fund ender existing agreements of char 

ter provisions af the time Owners acquire such project, ond payments hereuader shail begs euth the first pey- 
ment Cue on the mortgare efter acquisition, unions some other method of establishing end maintarning the fund 
is approved of required an writing by the Commissioner, 


(c) Owners shall establish and maintann, 19 eldition to the reserve (und fie replacements, a residual receipts 
fund by depositing thereto, with the mortgagee, the residual receipts, as defined herein, within WO days alter 

end of the temienmeal of enmual (:sc0l period within which acch receipts sve resiized. Residuel receipts 
shall be uncer the contra! cf the Comarstioner, end shall be disbursed only on the direction of the Commissioner, 
who shall have the power end suthorty to drrect that the rosiduel receipts, or any part thereol, be esed for suck 
purpose os be mey detenaine. 


XK Reel propery covered by themorigegeond thie Agreoment ts dencnibed ta Schedale A etteched berets. 
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4. The Owners covenant and egree that. H 


(0) Admission to the project ghall be limated to families having @ low oF moderate income which does not exceed 
the limits extadlished by the Cocunissioner and in effect at the time of admission, 


(b) Preference of prionty for admission to the project and for placement on the waiting list, which Owners shell 
@4>4ain, shall be extended to those te aulres of low of moderate incomes ‘vho have certificates of eingibslity os 
é25 eced families, 


. (ce) On forms approved by the Commissioner they will obtain from each praspective tenant & certification of in 
come price to edmiasion to the project, end > recertification of income from euch tenant at least every (wo years 
following the dete of adm:ssion, 


Oo rn eRe 


(4) If any recertification discloses that family income exceeds the limits established by the Commissioner and 
in effect at the time of recertification, they shall esther terminate the irene, of require the tenant to pay an io- 
creesed rental in an enount computed in accordance with the formula presented by the Commissioner, 


(e) They shall require all tenants to execute & lease in the form prescribed by the Commissioner, ami shail not 
. eat eny anit in the project for less than 30 days sor mare than one year, 


@ The rent charged for each anit shall not exceed the upper limit of the range shown for such type of unit on 
the rental schedule spproved in writing by the Commissioner, and shall include the rexsonadle use of all utilities 
shown on said schedule, bat in no event shall the total gross monthly rents for all dwelling units excecd the 
gross monthly dwelling income for all units epproved ‘by the Commrsssonet on the t2ntel schedule, 


GL9 ™pCp un 


(g) No increase will be made in the amount of the gross monthly dwelling income for ell units a8 shown on the 
gental schedule unless such increase i6 approved by the Commissioner, eho will at any time entertain # written 
paquest for on sncrease properly supported by substantiating evidence ari within o reasonable timc shall: 


(1) Apyrove # rental schedule that is necessary to compensate for any net increase, occurring since the 
last epproved renlel schedule, in taxes {other than income taxes) and operating and maintenance expenses 


over which Owners have no effective control, oF - 


"Q) Deny the increane stating the reesons therefor; 


(h) They all rent commercial facilities, if any, at not lecs than the rentel approved by the Commissioner, 


(i) Uf there are rent Kupplement un ts in the project, the determination as ie the eligibility of tenants for edmis- 
sios to such units and the conditions of continued occupancy shall be in accordance with the Rent Si pplement 
Contract executed by the Owners und the Commissioner which 1s incorporated in snd made @ port of this Agree 
meat; - 
G) ta selecting tenants they shall not discriminate against aay person of pers as by reason of the fact that 
there are children in the femily. 


$. Upon prior wntten approval of the Cormarssioner, the Owners may charye to and receive from any tenant such 
e@mounts as from time to time may be mutually agreed upon between the tenant and the Owners for any facilities 
ead/ot services which may be furmshed by the Owner of others tosuch tenant spon hus request in addition to the 


& P facilities and <ervices included in the approved Rental Schedule. 


6 Cwners agree that co divndenis of any kind will be paid on the capital stock issued by the corporation, except es 
the charters mey evthorize due to domictiusty requirements. 


7. Oeners shell not without the price eritter approval of the Commissioner: 


(oe) Convey, transfer, of encumber eny of the mortgaged property, of permt the Conveyence, transfert of eacum- 
breece of such property, ° 


. 


(b) Assign, tran-fer, dispuse of, encumber any personal property of the proyect, tocluding reas, of pay out any 
funds, eacept for reasonable uperating experses and necessary tepairs, 


the saterest of any cenetel purines in @ parinersbap ownng the mortgeged property, of eay Mgnt to menage of re 
Give thereats and profits from the muttgaged property, 


(4) Remodel, add to, reconstruct, or demolish any port of the mortgeced property or subtract frcea ony reel of 


| (ce) Convey, oxsign, of transfer ony beneliciel interest i ony trust heldrag title to the wortgaged property, of 
i personel propery of the project, 


fe) Forage on cay other Bi ninces on av tivity, including the operation of eny other rental puoject, of racer any 
Meabessty Ot GBisgetsum Sot «A © same, trom eth the pevpect, 


oo a 
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( Pequire, as @ condition of the occupency oF leeaing of amy unit ue the project, any consideration of deposit 
ether then the prepayment of the first month's rent pius @ aecunty cepoail in an emount not 1a @acess of one 
moath's rent to puaceciee the performance of the covensois of the lewse. Any toed collected aa secuntly deposits 
eball be kept ecparmie aad epert from ail other fuais of the projeet in ual account the emount of which shell 
Ot ell times equal o¢ exceed the aggregate of ell Oulsianding obligations uodey seid eccoum; 


(g) Permit the use of the dwelling accommodations of the project for ony purpose except the use which woe 
Originally intended, of permit commercial use greater than thet crigunaily epproved by the Commissioner, 


Q) Incut eny liability, direct of contigent, other than for cuncnt opereting expenses, exclusive of the inded> 
tedneas secured by the mortgage end necessenly incident to the execution and delivery thereof; 


(i) Pey any compensation, including wages of ~elaries, of incur any obligations, to themselves, or eay officers, 
directors, sfockholders, trustees, pertners, benclicianes undere trust, of to any of these nominees; 


. 
G) Enter into eny contrect of contracts for supervisory of menagerial services. 


Owners shall meintain the mortgaged premises, eccommodations end the grounds and equipment eppurtesent there- 
to, in good repair ead condiuon. In the event all or any of the buildings covered by the mortgage shall be de- 
Stroyed of damages by fire of other casualty, the money Cenved [rom any insummece on the property shall be ap- 
plied in accordarce with tic terma of the insured mortgage. 


Owners shall not file any petition in bankruptcy, of for a receiver, of in insolvency, of for reorganization or 
Composition, Or make eny assignment for the berelit of crovstors of to @ trustee for creditors of permit en ot 
judication in bankruptcy, the taking possession of she mortgaged property ot any port thereof by @ receiver, of 
the seizure and wale of the morte» - 4 property of eny part thereot under judicial process of pursuant to any 
power of sale and fail to have suck edverse actions sct esid* within forty-five days. 


10.{a) Owners shall provide forthe manepementof the project in # manner satisfactory to the Commissioner. Any 


} 
QL. Qeners will comply with the provisions of any Federal, State, of local lew Prohibiting diecrmination i 
Depertacet of Housing vod Urben Deve inparent (44 CER, Sebtitie A, Pert 1) waved Persuect to tnet tileend 
feguletions issued pursusat te Executive Order 11003, if 


Banagement Contract entered into by Owners, of any of them, involving the progect hall contain a provision 
that it shall be subject to tetmanatron, without penalty and with or without cause, epon written request by the 
Commissiones eddressed to the Owoers, Upon recespt of such requert Owners shall immediately terminate the 
Contract within a period of sot more than thitty (30) days and shall meke errangements satisfactory to the Com 
missioner for Continuing proper management of the project. if 


{b) Payment for services, supples, or materials shall not exceed the amount ordinarily peid for such eervices, 
Supplies, of materials in the area where ihe services ere rendered of the supplies of materials furnished, 


(c) The mortgaged property, equipment, buildings, plans, offices, spparatus, devices, books, contracts, records, 
documents, ard other papers relating thereto shail et all mes be maintained in reasonable condition (or proper 
edit and shall be subject to exemination and inspection at eny reasonable time by the Commissioner ot his 
daly euthorized wpents. Owners sisi] keep copies of all written contracts of other instruments which affect the 
mortgaged property, all or any of which may be subject to insp-ction end examination by the Commireioner or 
his duly euthonzed agents. 


(4) The books and accounts of the operations of the mortgages’ property end of the project shall be . ptin 
accordance with the requirements of the Commis sioner. 


(e) Within sixty days following she end of cach fiscal year the Commissioner shall be furniahed with @ com 
plete ennual financial report based upon an exemmmation of the books and records of the morteapor prepared in 
accordance with the requirements of the Commissioner, certified to by an officer of tesponsible Owner end, 


when required by the Commissioner, prepared and certified by # Certified Public Accountant, ot other persoa 
scceptable to the Commissioner . . 


WD At the request of the Coemmissioner, his agents, employees, of attorne vs, the Geners shall fursish monthly 
occupancy reports end shall give apeciiic answers to questions wpon which information 1s desired from time to 
me relative to the income, assets, liabilities, contracts, operstion, and Condition of the property end the 
Status of the insured mortgage. 

(g) All rents and ccher receipts of the project shall be deposiied in the name of the project in @ bask, whove 
deposits are insured by the F.D.1.C. Such funds shull be withdraen only im accordence with the provisions of 
this Agcemen? fot expenses of the project. Any owner receiving luwis ot the Prorect shall snmerdiately ee -oqt 
Such funds in the project bank account ard (ailing so ta du in violation of this Acreement stall hold such funds 
tm trumi, Any owner receiving property of the project in wroletion of thin Agreement shell imwediately deliver 
Boch property to the project end ferling so to do whall hold such property im trust 


housing of the rrounds of tace, Colne, creed, of meiusal ore, including Tithe VI of the Civil Rights Act of 
1964 (Public Law 64-552, 78 Stat. 241), oil requirer-2nte smposed by or pursusnt to the Kegulety:.ns of the 
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12. Upoa « violation cf any of the sbove provisions of this Agreemrat by Orners, the Commissioner may tive 
written notice thereof to Owners, Ly rep siered of certiiied mail, eidressed to the eadresses slated in this 
Agreement, of such other adcresses as may subsequentiy, upon upproprule watiea gonce ineteol to the Com 
wissioner, be designated by the Uwnen as their level businews eccons. Uf such viclatwn is fot corrected to 
the satisfaction of the Commissioner within thirty days atice the date such motwe 18 casled of within such 
further time ea the Commissioner reasonably detenmines i necessary to correct the violation, without further 
aotice the Commissioner may declare # delault under tins Agreement eifective on the dete of such declaration 
of default sod upon such defo: it the Commissioner may: 


(») () If the Commissioner holds the n-te + declbre the whole of seid indebtedness immedisiely due aad pay 
able end then proceed wah the foreclosure of the mortysge; 


(2) If said note 1s not held by the Commissioner ~ notify the halder of the note of such default and request 7> 
the holder to declare a default under the note and mottgupe, and the hulder after receiving such notice pas 
end request, bui not otherwise, at its option, may declare the whole incebtedaess due, and thereupon 
proceed with foreclosure of the mortgage, of assign the nute ond mortgage to the Commissioner 8s pro os 


vided in the Regulations; csi 


(b) Collect off rents end charges in connection with the operation of the project and use such collections to 
pay the mortgagor's obligations under this Agrcement and under the note end mortgage aod the secessary 
expenses of preserving the property and operating the project, 


(c} Take possession of the project, bring any action nccessury to enforce any rights of the Owners growing 
out of the project operation, wad operate the project in accordance with the terms of this Agreement wanl 

such time as the Commissiones im his discretion determines thal the Owners ere again in @ positron fo Oper- 
ete the project in accordance with the terms of this Agreement end in compliance with the requirements of the 
ace and mrxigaye, 5 

(d) Apply to any court, State or Federal, for specific performance of this Agreement, fot an injunction against 
aay violation of the Agreement, for the appornmeat of a receivet to tuke over and operte the project 19 a cord- 
ance with the terms of the Agreement, of for such otner relief as may be appropriate, stace the injury to the 
Comaussionet arising trom a default under any of the tenas of this Agreement would be irreparable end the 
emount of damage would be difficult to ascertain. 


As security far the payment due under this Agreement to the reserve fund for replacements, end to secure the 
Commissioner because of his liability under the endorsement of the note fn insurance, end as security for the 
other obligations under is Agrecnent, the Owners respectively atsign, pledge and moryege to the Commissioner 
theiz nghts to the rents, profits, income end charges of whatever surt which they may receive of be entitled to 
seccive from the operation of the mortgaged property, subject, however, to any #scignment of rents in the 

insured mortgage referred to herem. Untsl « default ws declared under this Agreement, however, permission is 
granted to Owners w collect and retain undet the provisions of this Agreement such rents, profits, income, aod 
chesges, but upon defaw!t this permissive is terminated ws to all rents due of collected theresfier. 


As used in this Agreement the term 


(e) “Mortguge”’ includes “Deed of Trust", “Chattel Mortgage"’, and any other security for the note identified 
herein, and endorsed for saswance or held by the Comaissioner, 


() "Mortgagee”’ refers to the holder of the mortgage Mentified herein, its successors and assigns; 


(c) “‘Mortgagoe™ meens the original borrower undet the mottgege and its successors end assigas, 


(4) “Owners” refers to the persons named in the first parugreph hereol and designated aa Owners, their 
Successors of assigns, such term includes @ nonprofit Cogeration executing this Agreement sm its Capucity 
88 @ contract purchases of the project pursuant to @ Sales Agreement with « Huiider Selier mortgagor, 


(oe) “'Mongaged Property’ includes all property, real, personal, ot mixed, covered by the mortgage of mortgages 
securing the note endorsed tor insurance of held by the Commissioner, 


(D “Project inc lades the morzayed prooerty end ell is other eseets of whatsoever nature of wheresoever 
Situate, eased in ot owed by the busiaens concucted on seid murtyoged property, which business is providing 
housing snd other such actimties an ace sncidental thereto, 


(g) “‘Residus! Receipts” means eny cash remaining efter: 
(1) the payment 0°: 


() All cums dve or Currently required to be peid under the terms of cay mortgage of note jasured of 
held by the Federal Huwsing Commi sasones, 


las) Ail ea ownte erquated ty be deja ned on thy teverve fund for replacements, 
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STATE OP NEW YORK ) 


> S&S.3 
COUNTY OF NEW YORK ) 


ee ee 


On the 14th day of December in the year 1970 hefore 
me personally came JACOB N,. UNDERHOOD, to me known, who, 
being by me duly sworn, did depose and say that he resides 
in 432 New Jersey Avenue, Brooklyn, New York, 


that he is the president of GRACE HOUSING DFVELOPMENT - UND 


eR ERR NE Ane 


COMPANY, INC., the corporation described in and which 
executed the above instrument; that he knows the seal of 


said corporation; that the seal affixed to said instrument 


Cg9 ECR us 


is such corporate seal; that it was so affixed by order 


. 


of the board of directors of said corporation, and that he 


signed his name thereto by like order. 
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STATE OF NEW YO?K ) 
) 8S.3 

COUNTY OF NEW YORK } 

On the 14th day of December, 1970, before me personally 

- Suone 

camefqse tate F: MEMS to me known and known to mie, 
to be the duly authorized agent of the FEDERAL HOUSING 
COMMISSIONER, and the person described in ond who executed 
the foregoing Regulatory Agrecment by virtue of the authority 
vested in him as such authorized agent, and acknowledged to me 


‘nat he executed the same in behalf of the FEDZRAL HOUSING 


SOMMISSIONER as such authorized agent. 
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SCHEDULE A 


Description errs 


ALL THAT CERTAIN lot, piece or parcel of land with the buildings and : | 
improvements thereon erected, sifuated, lying and boing in the Borough ‘ 
' i 


of Brooklyn, County of Kings, City and State of Now York, bounded and 


described as follows: 


PARCEL I 


Beginning at the intersection of the westerly side of Pennsylvania Avnue 


“OCF 1339 


s 
< 
RRS Oey teen OP oe 


Fgg 


with the southerly side of Pitkin Avenue; thence southerly along t-- 
£43772 
ae westerly side of Pennsylvania Avenue 400° to the northerly sid. >f Belmont t 
I+ 2-3-4-5- ' 
Avenue; thence westerly along the nort! herly side of Belmont Avenue 200 
¢-2-f- Flees; F 
j*23-2 ¥-229 to the easterly side of Sheflield Avenue: thence northerly along “the ee ly 
429-79 side of Sheffield Avenue 400° to the southerly side of Pitkin Avenue; thence € 
easterly along the southerly side of Pitkin Avenue 200' to -he point or place 
of inning. : saomtecsen$ 
=e ° et, CO 
PARCEL I! BL3237, GSH 
Beginning at the intersection of the southerly side of Pitkin Avenue with | 
the westerly side of Sheffield Avenu:; thenc: southerly along the westerly l 
side of Sheffield Avenue 100'; thence westerly paralle! with Pitkin Avenue H 
100°; thence northerly parailel with Sheffield Avenue 100° to the southerly | 
( 
t 


side of Pitkin Avenue; thence easterly aiong the southerly side of Pitkin 


Avenue 100° to the point or place of inning. " 
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N° 9803 


STATE OF NEW YORK, 
COUNTY OF KINGS j 


I hereby certify that the annexed is a true copy of an instrument made by—.————-—-—---— 


HOUSING & URBAN DEVELOPMENT with 


ceeeseoee eel 


soneeens he AS arnt alot ASR a aac 


secorded in the office of the New York City Register..KINGS____.. County on the..-2151. 


bay Of arene DECEMBER 1970_ at 02 54_AM, in Section ———-— Block...3.738. 
Ss er ae... seo ees rae ee Oe on ae 


In Testimony Wuereor, I have hereunto subscribed my name and affixed my official seal, 


i. ae a OCTOBER ___.. 19.74. 
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HOUSING & URBAN DEVELOPMENT 


to 


GRACE HOUSING DEVELOPMENT 
FUND COMPANY, INC, 


CERTIFIED COPY 


CITY OF NEW YORK 
FINANCE ADMINISTRATION 
OFFICE OF T ITY REGISTER 


8.00 
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ELVI'S KATS 


Yours, etc, 


POD IMIASOROSERSTEIN © 
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CERTIFICATE OF INCORPORATION 


of 


GRACE HOUSING DEVELOPMENT 


Pursuant to Article XI of 
the Private Housing 
Finance Law and the Nember- 


ship Corporations Law. 
——————— 


NELVIN Ais 
SNEWMARK; LOLHM 2: ROSENSTEIN: 
Attorneys for Grace Housing bevel- 
ment Fund ¢o. Ene, 
oP Office cS Office 


ost Address 
15000 Fifth-Avénust 
WissedGh 6h Manhalica® Wow York, 


Anorney tor 


Service of a copy of the withia 
is hereby admined - 


Dated, 


. . 


ae dpe Yat vf 


BS 21705) ¢ 7 


O59 FER 21 Pid 22 $7 . 


+n tes 


95'S CCUNTY CLERK'S OFFICE 


SRE 


WS 


OF 


& 1 *> “GRACE HOUSING DEVELOPMENT FUND COMPANY, INC. 
yy | | 
& Pursuant to Article x1 of the Private Housing Finance Law and the 
Menbé ship Corporations Law. 

We, the undersigned, for the purpose of forming a company pursuant 
to Article XI of the Private Housing Finance Law and the Membership Corporations 
Law, both of the State of New York, hereby certify: 

I 

The name of the proposed company is GRACE 
Housing Development Fund Company, Inc. and is hereinafter referred to a5 
the "Company". 

Ry | a ; I 

This company has been organized exclusively to develop, on a non- 

@ basis, a housing project for persons of low income where no adequate 

‘ housing exists for such persons, which project is to be aided by a below-market 

§ Interest. rate mortgage insured by the Secretary of Housing and Urban Development, 
or a mortgage insured by the Secretary of Housing and Urban Development end 
augnented by a program of rent supplements authorized by the housing and urbai 
development act of nineteen hundred sixty-five, or a mortgage loan made by the 
Secretary of Housing and Urban Development pursuant to section two hundred two 
of the housing act of nineteen hundred fifty-nine, and any federal laws 
amendatory or supplemental thervto. 

The company is empowered to do and perform ali acts reasonably 
necessary to accomplish the purposes of the company, Anatuline the execution 
of a Regulatory Ag-eement with the Federai Housing Suinbnehonee and of such other 
instruments and undertakings as may be necessary to enable the company to secure 

a. benefits of financing with the assistance of mortgage insurance under the 
‘ provisions of the National Housing Act. Such Regulatory Agreement and other 
4nstruments ond undertakings shall remain binding upon the company, its 
successors and assigns, so long as a mortgage on the company's property is 

insured or held by the Federal Housing Commissioner. 

This Certificate of Incorporation may not be altered or amended without 
the consent of both the Federal Housing Commissioner and the State Commissioner 
ef Housing and Community Renewal. 


D-Hor 2a (Fed. Membership Corp.) (6-68) 


~~ 
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III 


All income and earnings of the company shall be used exclusively for Cini 
purposes, and no part of the net income, net earnings or assets of the company chall 
inure to the benefit or profit of any private individual, firm, corporation or 
association. ? 

In the event of the dissolution of the company or the winding up of its affairs, 
the company's property shall not be conveyed or distributed to any individual or organi- 
gation created or operated for ,rofit, but shall be conveyed or distributed only to an 
orgenization or organizations erentes and operated for non-profit »urposes similar to 
those of the company; provided, licwever, that the company shall at all times have the 
power to convey any or all of its property to the Federal Housing Commissioner or his 
nominee. i 
IV 


If the company receives a temporary loan or advance from the Housing Develop- 


ment Fund, as established by Article eleven « e Private Housing Finance Law, it shall 
be authorized to enter into an agreement with the Commissioner of Housing and Ceumunity 
Renewal of the State of New York, providing for regulation with respect to rents, pro- 
fits, dividends and disposition of , operty or franchises. 
V 

If the company receives a temporary loan or advance from the Housing Develop- 
ment Fund as established by Article eleven of the Private Housing Finance Law, the 
Commissioner of Housing and Community Renewal of the State of New York shall have the 
power, if, in his discretion, he determines either that any such temporary loan or 
advance is in jeopardy of not being repaid, or that the senile housing project for 
which such temporary loan or advance was made is in Seoparty of not being constructed, to 
appoint to the board of directors of such company a number of new directors, which num- 
S shall be sufficient to constitute a majority of such board, notwithstanding any 
other provision of this certificate of incorporation or of any other provision of law. 

vr. | | 
* Nothing contained in the Certificate of Incorporation shall authorize the 

company 

a) to carry on propaganda or otherwise attempt to influence legislation, 
or to participate in, or intervene in (including the publishing or distributing of 


Statements), any political «.. sign on behalf of any candidate for public office; 


D-hOF 2a (Fed. Membership Corp.) -2- Fs, 


b) to undertake or carry on ony of the activities svecified i. wection vi 


of the Membership Corvoretion Law, or Section 35 of the Social Welfare Law of the State 
f New York. 
VII 
The office of the company is to be located in the City ef New York 
County of ings . and State of New York. 
VITI 


The territory in which the company's operations are principally to be conducted 


' 

t 

| 

t 

' 

, 

shall be Brooklyn, New York. 


Ix 
The duration of the company shall be perpetual. 
x 
By-laws of the ccmpany may be adopted by the directors at any regular meeting 
. at any special meeting called for that pv: pose, 89 long as they are not inconsistent 
with the provisions of \ 1ese Articles, of the Reguiatory Agreement between the company 
and the Federal Housing Commissioner, Article Eleven of the “rivate Housing Finance : 
Law, or the by-laws of the members. 
xI 
The number of directors of the company shall be not less than three nor more 
ti<n fifteen. 
xII 


The names and residences of the directors of the company until the first annual 


meeting ‘re: 
Residences (If within a city, give house 


: Names ho., street, city or other particular 
2] description) 
a ; - / " IN vw 
stow: 4. ‘Aes CH hile ‘aches _ REV. TI. airman 432 New Jersey Ave. ,Bkiy}+ 
TYPE: A, % A GEORGE THOMAS, 1134 Union St., Brooklyn, ¥. 


Is HAYNES, 147-10 Foch Blvd., Jamaica, N. Y. 


qxsiigasn Hex eles ict Ae A 

FE: emt "HAYWARD BEVANS, 1221 Union St., Brooklyn, N. ¥. 

ston te l “MAJOR CUNNINGHAM, 432 New Jersey dive., Brooklyn, NY 
Oe = ne hil 

TYPE: 4% fey é HOWARD KELLY, 483 Vermont St., Brooklyn, N. Y. 

SIGN: eon es re a THOMAS PERKINS, 8&2 Williams Ave., prooklyn, N.Y. 


PIAA REE EE 
TYPE: CLIFTON QUICK, S48 New Jersey Ave., Brooklyn, N. Y. 


Ld va oy LOUIS E. GLENCAMP, 14.4 Lincoln P1,.,Bcco!:lyn, ii 


SIGn: is ¥ 


D-HDF 2a (Fed. Membership Corp.) -3- 


oy 
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oe ou 
The names and residences of the subscribers to this Certificate of fe TO ‘ 
Incorperation are: ; aes .. 
g ' Residences (If within a city, give house no., 
-Nam Bi goeggie ne street, city, or other particular description) 
Aru s hy i Oe ¢ REV. JACOB N. UNDERWOOD, 432 New Jersey Ave.,Bklyn, NY 
SIGN: ge OL nwo ‘ GEORGE THOMAS, 1144 Union st., Brooklyn, N.Y, 
—. FALE Tan = eee Cerrar : ; 
TYPe: Wives //' /F TE: HARRIS BAYUES, 147-10 Foch Blvd., Jamaica, N. Y. } 
RAYWARO BEVANS 2 Uni St. C 1 
eae He. ae q ' me 1231 Union » Brooklyn, N. Y. ‘ 
TYPES fj (et Be Crean ge  MATOR CONNINGHAM, 432 New Jersey Ave.,2re, oklyn, BW. Ys | 


Ace’ om desk RCE 4 HOWARD KELLY, 433 Vermont St., Brooklyn, N. Y. 


TYPE: P THOMAS PERKINS, 92 Williams Ave., Brooklyn, N. Y. 
iain: m ‘© ee CLIFTCN QUICK, 548 New Jersey Ave., Brooklyn, N. Y. 
TYPE: Vi Alttsdey LOUIS E. GLENCAMP, 1414 Lincoln Pl., Brooklyn, N. Y. 
SIGN: WILLIAM WRIGHT, 292 Hinsdale St., Brooxlyn, N. Y. 


XIV 
Ail of the subscribers to this Certificate of Incorporation are of full age. 
At least two-thirds of them are citizens of the United States, and at least one of 
the persons named as a director of the Company is a citizen of the United States 


nd @ resident of the State of New York. 


* 


IN WITNESS WHEREOF, we have made, ae ae and acknowledged this Certificate 


of Incorporation, in triplicate, this ist” day of Sept 19 68. 


Paes Pes a Te ov eS stot: Serge 22 erwren 


Rev.“ Jacob N. Underwood (Chairman) TYPE: sorge Thomas (Secretary) 


Nave y i_ ax iim a SIGN: eu ae 


Harris sey TYPE: Hayw ard Bevans 


1, Ps ston: KAriiariad Moly 
i ee eae igo ois : 


ane ie Apes TYPE: Howard mf 


oe AN TG a ae 
~~ fhomas Perkit as Kaka 


Cua - 2, ig? 
wouis B. Glencamp 
STATE OF NEW YORK 
county OF King? —— 


Ate 
ae , On this Ms “~day of Oy s7- ; 1968 , before me, personally came 
a Jacob N. Underwood, George Thomas, Harris Haynes, Hayward Bevans, 


Ye ee ee eee eeeeeeeereeeseeeer-or-aeeeeee 
Major Cunningham, Howard Kelly, Thomas Perkins, Clifton 


Quick, 
Louis E. Glencam»p and William ‘Wricht 
en a TM VE IGHC 


to me known and known to me to be the same persons described in and who executed the 


-oregoing Certificate of Incorporation of GRACE Housing Development 


Pund ny, Inc. and (ze sevefa saves sckachedges to me that they executed the 


BARMEY ROSENSTEIN 
4 A Sate oo New Tork «nw? 
Pee 50.0656875 aa ; 
ota patch 30, 1968 Fv 
Notary Fibl:> 


7 
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APPROVAL OF SUBSCRIBERS AND CONSENT TO INCORFORATION Bi 


COMMISSIONER OF HCUSING AND COMMUNITY RENEWAL 


I, JAMES Wm. GAYNOR, Commissioner of Housing and Community Renewal of the State 


of New York, do this 44 . day of hirer 196§ hereby approve the sub- 


‘ nee 
ee 
PP ne ene Eee ee 


scribers named in the foregoing Certificate of Incorporation of GRACE 


Housing Development Fund Company, Inc. for the purpose of and as provided by Article 


rene y 


‘eleven of the Private Housing Finance Law of the State of New York, and pursuant to 


said Article elevén, hereby certify that I consent to the filing of said Certificate t ; 


of Incorporation with the Secretary of State of the State of New York. 


ul Nw Mod | 


; JAMES hm. GAYNOR 
// jf COMMISSIONER OF HCUSING AND 
: U / COMMUNITY RENEWAL 


The undersigned, a Justice ofthe Supreme Court of the State of New York, wherein 


ts. Pow. 
hereby approves the within 


is located the principal office of fret moe Qrineky x Pek 


Certificate of Incorporation of GRACE Housing Development Fund Company, 
4 


Inc. and the filing thereof. 


DATED: Yreks. YM 4. O@c# 17 » 19 68. inane een ai 


Odili eset 


tenigeneny 


oe STON gee. eee 
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BROOKLYN LEGAL SERVICES CORPORATION A re ' 
OFFICES SERVING BROWNSVILLE, BUSHWICK AND EAST NEW YORK & 


, @ BROWNSVILLE LEGAL SERVICES 4) EAST NEW YORK LEGAL SERVICES 
424 STONE AVENUE BOS PENNSYLVANIA AVENUE 
BROOKLYN, NEW YORK 11212 BROOKLYN. NEW YORK 11207 


PHONE (212) 345-6200 : PHONE (212) 385-4045 


: September 12, 1974 be 
- £ « 5 
f: Mr, George Brown ‘ ¢ 
ar : Acting Director eth i 
" aq Loan Management Division <a inf 
was > U.S. Dept. of Housing and . * 
&, Urban Development 
~~ ae 666 Fifth Avenue “4 
ps ODEN New York, New York 10019 me 
eee Res Proposed Grace Towers M 
he sha Rent Increase — oe 
- Dear Mr. Brown: f ai 
I appreciated the opportunity to meet with you on Tues- , 4 
. . , .day, September 10, 10°74, to discuss the proposed Grace Towers A 
3: ut." »- 23% rent increase, “ee 
mye . ; cary 
- . I have advised our clients, the Grace Towers Tenants‘ - te 
Association, of the following understanding I believe we ese 
. reached in the meeting. eS 
ps “. Be & 
? - 3, It was agreed that your office would meet with hi 
3 representatives of the Association and their legal and account- : 
ing counsel to review all material submitted by the owner, 
Grace Housing Deve2opment Fund Co., Inc,, in support of their ‘ 
i. nt ‘ application for a rent increase. . 
: dss 2 * 
oe ae 2.°-It was also agreed that your office would consider “St 
ai . any material submitted by the tenants in opposition to the t 
t . . 3)" dmerease and that HUD would make a new determination with . 
a . . 4 wespect to the increase, if such material leads to a finding az 
“sy... 3°" ef unwarranted owner requests, oe 
: yA ey ace ; ; é “B 
4 R ial ae 3, Finally, I understand that your office will give a 
4. wide’ « > the tenants a letter stating HUD's eventual determination 3 
“ite regarding the rent increases with your supporting reasons, oa 
ony. 
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In the next few days, our office will present this 
agreement to the tenants for their consideration. Should 


they agree to the meeting, I will call your office to ar- 
range 4 mutually convenient date. ; 


Very truly yours, ‘ 


EAST NEW YORK LEGAL SERVICES 


“DV. 


IGOU ALLBRAY 
Law Clerk 


IA;:IS 


cc: Mr. Benning Mason 


President, Grace Towers Tenant Assoc. 
2060 Pitkin Aven: 


-Brocklyn, New Yo:k 11207 


ene Oe 
. CEPARTMENT OF HOUS . % AND URBAN DEVELOPMENT 
ile 8 - FEDERAL Ho '5!NG ADMINISTRATION 
I é HEMPSTEAD INSURING OFFICE 


Aa ue 175 FULTON AVENUE 


z HEMPSTEAD, NEW YORK 11550 
pa REGION Il 
’ 26 Federal Plaze 
‘ 


New York, New York 10007 September 19, 1974 iN REPLY REFER TO: 
2.1HL (Brown) 


Mr. Igou Allbray 

B'klyn. Legal Services Corp. "4" 
503 Pennsylvania Avenue 
Brooklyn, New York, 11207 


* Dear Sir: 
Suclsct: Ref's. to your letter 9/12/7l; - Grace Iwers. 


Your letter does not quite set forth our position which perhaps you 
mis-understood. 


We will make available to the Association and/or their representatives, 
all material submitted by the Mortgagor in substantiation of their re- 
quest for increased rentals, also a photocopy of lettar dated 8/1/7|; 
approving the present rentals. 


Again if you have any knowledge of *he submission of untruth or inaccur- 
acies in the submitted material, we would appreciate your advise and 
evidence thereof. 


Ufa the 


Teo 
Acting Director 
Housing Management Division 


a 
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EXHIBIT lo 


’ a 
7 ' ee eee ee ee eee ee ee cee | AOU Heme ve ot Leet ‘ 
ia ’ ww BEE THOre Pliends OF THE MATIONAL HUUSING ACT, Ab amenreg, 
4 4 
ty - cal 
‘ > os 
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warrgacre INSTLCORP, INC, : 
pe . . . 
ne eee St, 662 ,400.00 é BTA cee es Date December 14 
Mortgage: Recorded: A - Site County } nin 
vate | ; Page : . 
This Agreement entered into this 14th day of December sak 
. GRACE Housine DEVELOPME is 
tes FUND COMPANY, INC. er a 
whose address is 475 Vermont Street, Brooklyn, New York 


F their successors, heirs, and assigns (jointly and severally, hereinafter referred to as Owners) and the undersigned 
Secretary of Housing and Urbun Developm :at and his Successors, acting by and through the Federal Housing Commission. 

., et (hereinafter calied Commissioner), . j : 

wv 


In consideration of the end>orsément for insurance by the Commissioner ‘of the above described note or in consider. 
t -~  etion of the consent of the Commissioner to the transfer of the mortgaged property, and in order-to comply with the require. 
ments of Section 221(d)(3) of the National Housing Act, as amended, and the Regulations adopted by the Commissioncr 

; pursuant thereto, Owners agree for themselves, their Successors, heirs and assigns, that in connection with the mortycces 

Property and the project operated thereon and so long as the contract of mortgage insurance continues in effect, and 
- Guring such further period of time as the Commissioner shall be the owner, holder or reinsurer of the mortgage, or dur- 

ing any time the Commissioner is obligated to insure a mortgage on the mortgaged property: 

a 


— 


> Owners, except as limited by paragraph 18 hereof, Shall promptly make all payments due under the note and 


A mortgage. 
; ite 2. (a) Owners shall establish or continue to maintain a reserve fund for replacements by the allocation ta such 
. : reserve fund in a separate account with the mortgagee or in a’safe and responsible depository designated by 
, , the mortgagee, concurrently with the beginning of payments towards amortization of the Principal of the mort- 
‘ €age insured or held by the Commissioner of an amount equal to $ 1538.75 
; per month unless a different date or amount is approved in writing by the Commissioner. Such fund, whether in 


the form of a cash deposit or invested in obligations of, or fully guaranteed as to principal by,the United States 


ay, 


¢ any other purpose, may be made only after receiving the consent in writing of the Commissioner. in the event 
of a default in the terms of the mortgage. pursuant to which the loan has been accelerated, the Commissioner 


-May apply or authorize the application of the balance in such fund to the amount due on the mortgage debt as 
accelerated, ; . ‘ : 


ments to be established will be equal to the amount due to be in such fund under existing agreements or char- 
Aras ter provisions at the time Owners acquire such Project, and payments hereunder Shall begin with the first pay- 
ment due on the mortgage after acquisition, unless some other method of establishing and maintaining the (und 
oe is approved or required in writing by the Commissioner, 


(c) Owners Shall establish and maintain, in addition to the reserve fund for replacements, a residual receipts 
fund by depositing thereto, with the mortgagee, the residual receipts, as defined herein, within 60 days after 

the end of the semiannual or annual fiscal period within which such receipts are realized. Residual receipts 
Shall be under the control of the Commissioner, and shail be disbursed only on the direction of the Commissioner, 
whe shall have the power and authority to direct that the residual receipts, or any part thereof, be used for such 
Purpose as he may determine. 04% ; 


- 


3. Real Property covered by themortgageand this. Agreement is described in Schedule A attached hereto. 


** See Rider B attached hereto 
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b tke forse epproved by the Commissioner they will odtain from cach PIR DON Vane te rese 
. ~ e 


“ "game prove ty admission to the project, and a recertification of income from euch tereat e 


fulbowing the date of admission; 


POO @ caine 


sip Se 
(d) If any recertification discloses that family income exceecis the limits established ty "bet way, 

in effect at the time of recertification, they shall either terminate the lease, or requite t%e Nimes 
creased rental in an amount computed in accordante with tne formula prescribed hy the € .- 


ae 
es pee on 


- os 


(e) They shall require all tenants to execute a lease in the form prescribed by the Coamissiuees whieh sie 
rent any unit in the project for less than 30 days nor more than une year; 


(QD The rent charged for each unit shall not exceed the upper limit of the range shown fur «x \° 


an ‘* 
the rental schedule approved in writing by the Commissioner, and shall include the reasonsuie oe fy, Bt 
shown on said schedule, but in no event shail the total gross monthly rents for all dwelling w-it. es. eee a : 
gross monthly dwelling income for all units approved ‘by the Commissioner on the rental scheduie, : 
(g) No increase will be made in the amount of the gross monthly dwelling income for all umits ax see w se 
rental schedule unless such increase is approved by the Commissioner, who will at any time evteeta.n ee ee 
request for an increase properly supported by substantiating evidence end within a reasonabie ti-- e-a.. 
& (1) Approve a rental schedule that is necessary to compensate for any net increase, occurtice «ose “+e 
last approved rental schedule, in taxes (other than income taxes) and operating and mainteaance-etye ses 
over which Owners have no effective control, or - 
(2) Deny the increase stating the reasons the:efor; 
(h) They wili rent commercial facilities, if any, at not less than the rental approved by the () -—:.-. ++ 
(i) If there are rent supplement units in the project, the determination as to the eligibtlity of terants fea es 
sion to such units and the conditions of continued occupancy shali be in accordance with the Went -o5, eres 
Contract executed by the Owners and the Commissioner which is incorporated in and made a part of trav Sy ree 
ment; . 
(j) In selecting tenants they shall not discriminate against any person or persons by reason of the fart +o" 
there are children in the family. 2 
- §. Upon prior written approval of the Commissioner, the Owners may charge to and receive from any tecaet se ¢ 
amounts as from time to time may be mutually agreed upon between the tenunt and the Owners ter aay te 8 
“and/or services which may be furnished by the Owner or others tosuch tenant upon his request in atdite + 4 8 : 
facilities and services included in the approved Rental Schedule. 
: * / 
6. Owners agree that no dividends of any kind will be paid on the capital stock issued by the corpeuration, ¢# €,” ¢* 
the charter may authorize due to domiciliary requirements. 
@ Owners shall not without the prior written approval of the Commissioner: 
(a) Convey, transfer, or encumber any of the mortgaged property, or permit the conveyance, transfet of ¢™ = 
brance of such property; ° 
(b) Assign, transfer, dispose of, encumber any personal property of the project, including rents, of pays" 4°* : 
yP property z 
funds, except for reasonable operating expenses and necessary repairs; ’ 
(c) Convey, assign, or transfer any beneficial interest in any trust holding title to the mostyened propetts. «4 
the interest of any general partner in a partnership owning the mortgaged property, or any right to Tanenc -* +* i 
ceive therents and profits from the mortgaged property; iy . 
; 
(d) Remodel, add to, reconstruct, or demolish any part of the mortgaged proper’; or subtract from way real ee 
personal property of the project; . ’ 
* 4 
; - ; rue on 
(e) Engage in any other business or activity, including the operation of any other rental project, of incur ay ' 
liability or obligation not in connection with the project; 3 
' 
f~\ . 


“* wee miner B attach.:-d hereto 
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onginally intended, of permit commercial use greater than that OUP IMANY epyerrsere 4 
’ . et Se 
Soames a 


th) incur any liability, direct or contigent, other than for Current OPCtutiny expense 
- . . . 
tedness secured by the mortgage and necessarily incident to the execution and Sieg sae Sos 
tone 


(i) Pay any compensation, including wages or salaries, or incur any obligations, to thense we 
- Z . A . ® « 
directors, stockholders, trusteesy.partners, beneticiaries undera trust, or to any of their noz.ere, era 


~ 
G) Enter into any contract or contracts for supervisory or managerial services. 


‘ ; 8. Owners shall maintain the mortgaged premises, accommodations and the grounds and equipment at tg trees.d 
to, in good repair and condition. In the event all or any of th2 ouildings covered by the mortgice stu: - 
: stroyed or damaged by fire or other casualty, the money derived from any insurance on the property s+... - 
plied in accordance with the terms of the insured mortgage. 
9. Owners shall not file any petition in bankruptcy, or for a receiver, or in insolvency, o: for reorganizati-s 
‘ composition, or make any assignment for the benefit of creditors or to a trustee for Creditors or permit a- 
. : judication in bankruptcy, the taking possession of the mortgaged property or any part thereof by a rece:.-- 
} the seizure and sale of the mortgaged property or any part thereof under judicial process or pursuant t9 a-. 
power cf sale and fail to have such adverse actions set aside within forty-five days. 


* 
“A 


10.(a) Owners shall provide forthe managementof the project in a manner satisfactory to the Commissioner. 
ee management contract entered into by Owners, or any of them, involving the project shall contain a provir., 
that it shall be subject to termination, without penalty and with or without cause, upon written request + ° 
Commissioner addressed to the Owners. Upon receipt of such request Owners shall immediately terminate 
contract within a period of not more than thirty (30) days and shall make arrangements Satisfactory to tne 


missioner for Continuing proper management of the project. 


(b) Payment for services, supplies, orinaterials shall not exceed the amount ordinarily paid for such servi: 
Supplies, or inaterials in the area where the services are rendered or the supplies or materials furnished. 


(c) The mortgaged property, equipment, buildings, plans, offices, apparatus, devices, books, contracts, rv 
documents, and other papers relating thereto shail at all times be maintained in reasonable condition for fr 
audit and shall be subject to examination and inspection at any reasonable time by the Commissioner or i: 

duly authorized agents. Owners shall keep copies of all written contracts or other instruments whichatie* 
mortgaged property, all or any of which may be subject to inspection and examination by the Commissioner « 


his duly authorized agents. 


(d) The books and accounts of the operations of the mortgaged ptoperty and of the project shall be kept in 
acconiarce with the requirements of the Commissioner. 


(e) Within sixty days following the end of each fiscal year the Commissioner shal! be furnished with a tom 
plete annual financial report based ufon an examination of the books and records of the mortgagor prepared 
accordance with the requirements of the Commissioner, certified to by an officer or responsible Quener art. 
‘when tequired by the Commissioner, prepared ana certified by a Certified Public Accountant, or other perso’ 


acceptable to the Commissioner 


& (f) At the request of the Commissioner, his agents, employees, or attorneys, the Owners shall furnish oz! 
occupancy reports and shall give specific answers to questions upon which information is desired from tive 
time relative to the income, assets, liabilities, contracts, operation, and condition of the property and the 


status of the insured mortgage. 


(g) All rents and other receipts of the project shall be deposited in the name of the project in a bank, who: 
deposits are insured by the F.D.I.C. Such funds shall be withdrawn only in accordance with the provisions 
this Agreement for expenses of the févject. Any owner receiving funds of the project shall immediately ce. 
such funds in the project bunk account and failing so to do :n violation of this Agreement shail hold sucht 
in trust. Any owner receiving, property of the project in violation of this Agreement shall immediately dein 
such property to the project and tailing so to do shall hold such property in trust 


11. Owners will comply with the provisions of any Federal, State, or local law prohibiting discrimination in 
housing on the grounds of race, calor, creed, of national origsn, including Title VI of the Civil Rights Act of 
1964 (Public Law 88-352, 78 Sint, 241), all requirements imposed by of pursuant to the Regulations of the 
Department of (lousiny and Urkua Development (24 CFR, Subtitle A, Part 1) issued pursuant to that title. 
regulations issued pursuant to Executive Order 11063, 


RY 


, 


“se w euacnnd horeto 


tee 


missioner, be desiyn sted by the Owner as ther Tepal Gustine. oda cepegres 


Res the satisfaction of the Commissioner within thitty days after the date suc : nis ae kg 
‘ further time as the Commissioner reasonably determines is necessary to correct the wake sal : 
notice the Commissioner may declare a default under this Agreement effective on the Eacon i . 
of default and upon such default the Commissioner may: 4 ee ae 


(a) (1) If the Commissioner holds the note - declare the whole of said indebtedness immediutely due .-: 
_ able and then proceed with the foreclosure of the mortgage; x iy 


(2) If said rote is not held by the Commissioner - notify the holder of the note of such default as ¢- 
the holder to declare a default under the note and mortgage, and the holder after receiving 4. ja me 
and request, but not otherwise, at its option, may declare the whole indebtedness duc, and tere 
proceed with foreclosure of the morigage, or assign-the note and mortgage to the Commissioner a - 


vided in the Regulations; ‘ as 
(b) Collect all rents and charges in cannection with the operation of the project and use such wellectinia: " 
pay the mortgagor’s obligations under this Agreement and under the note and mortgage and the necessary 
expenses ot preserving the property “att ihe ct; - 
(c) Take possession of the project, bring any action ae: «ssary to enforce any rights of the Owners yrowing = 


out of the project operation, and operate the project in sccordance with the terms of this Agreement uati! 
such time as the Commissicner in his discretion determines that the Owners are again in a position to wzer- 
ate the project in accordance with the terms of this Agreement and in compliance with the requirements ut the 
note and mortgage; 


(4) Apply to any court, State or Federz?, {or specific performance of this Agreement, for an injunction ayainst 
any violation of the Agreement, for the appointment of a receiver to take over and operate the project in accor: 
ance with the terms of the Agreement, or for such other relief as may be appropriate, since the injury tu tre 
Commissioner arising from a default under any of the terms of this Agreement would be irreparable usd the 
amount of damage would be difficult to ascertain. 


13. As security for the payment due under this Agreement to the reserve fund for replacements, and to secure the 
Commissioner because of his liability under the endorsement of the note for insurance, and as security for te 
other obligations under this Agreement, the Owners respectively assign, pledge and mortgage to the Commie © 
their rights to the rents, profits, income and charges of whatever sort which they may receive or be entities ‘vy 
receive from the operation of the mortgaged property, subject, however, to any assignment of rents in the 
insured mortgage referred to herein. Until a default is declared under this Agreement, however, permins...4 i+ 
granted to Owners to collect and retain under the provisions of this Agreement such rents, profits, sacecot, att 
charges, but upon default this permission is terminated as to all rents due or collected therewiter. 


| 
| 


14, As used in this Agreement the term: 


(a) ‘Mortgage’ includes “Deed of Trust"’, “‘Chattel Mortgage’’, and any other security for the note identified 
herein, and endorsed for insurance or held by the Commissioner; 


° (b) ‘‘Mortgagee”’ refers to the holder of the mortgage identified herein, its successors and assigns; 
(c) ‘‘Mortgagor” means the original borrower under the mortgage and its successors and assigns; 


(d) ‘‘Owners”’ refers to the persons named in the first paragraph hereof and designated as Owners, their 
successors or assigns; such term includes a nonprofit corporation executing this Agreement in ils Capacity” 
as a cnntract purchaser of the project pursuant to a Sale& Agreement with a Builder Seller mortgugor, 

‘ 


(e) ‘‘Mortgaged Property” includes all property, real, personal, or mixed, covered by the mortgage of mortyu 
“securing the note endorsed tor insurance or held by the Commissioner; 


(f) “Project’’ includes the mortgaged property and all its other assets of whatsoever nature or wheresoevert 
situate, used in or owned by the business conducted on said mortgaged property, which business 1s providing 
housing and other such activities as are incidental thereto, 


(g) ‘‘Residual Receipts’’ means any cash remaining after: 


(1) the payment of: 


(i) All sums due or currently required to be paid under the terms of any mortgage of note insured of 
held by the Federal Housing Commissioner, 


(ii) All umounts required to be deposited in the reserve fund for replacements; 


oe t aan 
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(h) “Family” means (1) iwo or more persons related by blood, marr 
& Same unit; (2) a handic 
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end indefinite duration, 
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ho has a Physi 

Substantially i 
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Petation of } 
cal impairment Which j 
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Cd ty be -t 
ve independ, ntly, 99d is of Such 
oved by more Suitable housing Conditions (3) a Single Person, 62 : 
older; or (4) a S'ngle person less than 62 years of age Provided that 
10% of the dwelling Units in the Project, unless 


rent supplement Contiact in which insta 


ity of any Clause, Part or PrOVision of this 
Portions thereof. 


Agreement Shall not affect the validity of the remaining 
18. The following Owners: Be 
do not assume Personal liability for Payments dye under the note and Mortpage, to the teserye for replacements 
or for Matters not Under their Control, Provided that Such Owners Shall remain liable Under this Agreement only 
With respect fo the matters hereinafter Ste namely: r 
(a) for funds or Property of the Project com, into their hands which, by the Provisions hereof, they are not 
Entitled to retain; and 
a Ab) for their ©wn acts and deeds or acts and‘d 
Mii tgh si Provisions hereof, 
ai am See Pi ty 


end Seals on the date first here; 
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D-HDF 2a (Fed. Membership Corp.) -2- 


COUNTY OF NEW YORK } 
On the i4th day of December in the year 8990 V6bd,s 
me personally came JACOB N. UNDERWOOD, to me known, who, 
being by me duly sworn g/d ‘epose and Say that he resides 
in 432 New Jersey Avenue, Brooklyn, New York, 
that he is the president of GRACE HOUSING DEVELOPMENT FUND 
COMPANY, INC., the corporation described in and which 
executed the above inStrument; that he knows the seal of 
said corporation; that the seal affixed to said instrument 
is Such corporate seal; that it wa: » affixed by order 


of the board of sicéoters of said corporation, and that he 


signed his name thereto by like orde 


BARNEY Loser ee te ake. 
fends creep Vet JESSE SESE, 
Quah 6 Many County Paootetent sas 


Commission Esser Maren 30. 19 6a ? we 


STATE OF NEW YORK i+?) 
) SS.: 
COUNTY OF NEW YORK ) 

On the 14th day of F -cember, 1970, before me personally 
camefqu/v tate FE Buone ™° to me known and bien to me, 
to be the duly authorized agent of the FEDERAL HCUSING 
COMMISSIONER, and the person described ir and ‘who executed 
the foregoing Regulatory Agreement by virtue of the authority 
vested in him as sat authorized agent, and acknowledged to me 
that he executed the same in behalf of the FEDEFAL HOUSING 


COMMISSIONER as such authorized agent. 


BARNCY fosenites Manin (Lye, 


“ree “WWotary Public 


Qualifies in te atte Caer. « 
Commission Expires Marca 30, 19 F 
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ALL THAT CERTAIN lot, piece OF Parcel of land with the buildings ia 
improvements thereon Ore, . Situated, lying and being in the Borc 

of Brooklyn, County of 402, City and State of New York, bounded ang 
described as follows; hay 

PARCEL | . 

Beginning at the intersection Oi the westerly side of Pennsylvania Avenuc 
with the Southerly ots ©. Pitkin Avenue; thence Southerly along the 
westerly side ei Pennsyly ‘nia Avenue 400° to the Northerly side Of Belmon,; 
Avenue; thence westerly ~ :Ong the northerly side of Belmont Avenue 200' 
25t0 the easterly Side of She i field venue; thence northerly along the easter|,; 


Side of Sheffield Avenue 4¢ >: to the Sovtherly sj, Of Pitkin Avenue; thence: 


easterly along the Souther]: Side of Pitkin Avenue 200' to the point Or place 


PARCEL Bl 372 bf 73 
Beginning at the intersectijo; of the Southerly side Of Pitkin Avenue with 


the westerly side of Sheffie}.; Avenue; thence Southerly along the westerly 
100’; thence 1 orthorly Parallei wit), “heifield Avenue 100° to the Souther]; 


Avenue 100' to the poin:  dlace of beginaing, pe 


- . 
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(Peaeot Now) 


RENT SUPPLEAVENT CORTRACT 


: 3 
THIS AGREEMENT (herein called the “*Contract’ "). entered into this __ (/ 


Cae es. .° , 4938 , Octween? » eee ES olen eee. Tce 


of PF OLE = 
rein called the “Housing On ner’ j, and its successors, and the Secretary of liousing and Urban Development, 


ine by and through the Federal Housing Commissiorgs (herein culled the “Commissioner’’), and his suc- 
sors, VITNESSETH: : a - 


‘In considerrdion of the mutual covenants hereinalt set forth, the parties hereto agree cs follows: 


SECTION ti. Purpose of Contract -- The purpose of this Coutract is to provide financial assistance to i 


sble certain pithate hous! to Le available for low income families and individuals who are elderiy, handi- 
P 


ened, Hispla:: a“ viccims Of natura disasters, or occupants of substandard housing, by the Commissioner’s 

rment of a poitiion of the reat on ihetalf of qualified tencals, pursuant to Section 101 of the Mousing and Uiban 

velopmest Act of 1965, Public Lany $9-117 89th Congress, H.R. 7 o4, August 10, 1965 (herein called the 

Cent Sapplenent Program”). : 
SECTION 2 Description of Project -- The housing project covered by this Contract is identified as 

iows: ee Tet gD a 


one tte, 979.ee 

FHA Project No. 712-55291- , located at . 
Tat Mew 5 F TL ; 
7 ee VTS , Consisting of _t6" units there ine clled pio ‘Project™ ), “The Project is . 
- . * a7 ane ’ 
gee a mottance in the amount of $_%.927,477,07 __, insured under Section 


ional Housing Act bearing interest at a perinanes! rate of — > % (herein called the 
C He ‘eens § 


ie _of the 


SEC TION 3. Uousing Qeuer’s Portifi cation of Authority 


Sing, Owner -- rhe Housing Owner certifies thet it has 
. oper: 


eoord manage the Project ie aceardanece with this Contract ave the regulations of th c + BbGreiar ef 


-Sing and Urban Development and the Conmissione: governing the Rent Supp!cinent Progra. 

The Commissioner ceztifies that the Housing Owner is elizible and kas been approved fer receiving the 
iefits of Se Rent Supplement Progra. 

SECTION 4, Term -- This Cont: gut shail continue until the lermination or matusity of the Insured Mort- 


32, oF 40 years from on the date of the first payment made hereunder, whichever occurs firs«. 


SECTION 5. daximum Anaual Coatruct Amount - The maxim m dellar a: seunt of ern supplement payirents 
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September 19, 197k 


2.1HL (Brown) 
Mr. Igou Allbray ; 
B'klyn. Legal Servicas Corp. ae 
503 Pennsylvania Avenue 
Brooklyn, haw York, 11207 
Dear Sirs 
Subjects Rof's. to your letter 9/12/74 - Grecu Towers. 
te set forth our position which perhaps you P 
| 


Your letter coos not qui 
mis-underssocdd. 

Wo will make available to tie Asszcistion end/or their reprosontatives, ° 
all raterial sucnitted by the Vortrazor jn savstantiation of their re- 
quest for increased rentals, also a photocopy of levter dated v/V/7k 
g proving tha present rez, talse 
Azain if you fav? ay krosledse of ths mibrission of untyutn or ineccure 
acies in ths submitted material, we would appreciate your advice and 


evidence thorcois 


Sincerely, 


leon Weinberg 
Actdug Dis<ctor 
vi Lousing Managoment Jiviczen 


ae 


cc: Weinberg 
itge File == 
Reading 
Benning Mason, Pres G 
2060 Pitkin Ave., Bely 


/ 
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ace Towers Tenant Assn. 
ne N.Y. 11207 
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U.S. DEPARTMENT OF HOU 
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more eee 
3 ee oo me 


ee es eee 


NOC 666 Fifth Avonus 
XLKXK 10019 
¢ , 
August 1, 1974 
po mit 2.1HL (Fric 
A: 
' Rev. Jacob 4, Undemrood 
Estes Grace Housiac Develeon2nt Fimd Co., ate 
225 iicw Jersoy Aveauy . 
. Brooklyn, iiow Yor!: 11207 
‘ F ae Es J 
: atom: ae ee 
1 Dear Sir; sabion Fh 2, 
{ Subjects Project No, cd. £5 201-7 » Grace Towers, Brooklyn, New York 
Binge : : 
ee fhe schedule of Tents requested by you on our executed Forn Ko. 2458 under 
Cate of July 26, 1574 is hereby approved, 
, Thais will establiss a total maxium rentel of 41,902.20 per month, based 
-3 upon 167 mits aveilable for renta), 
; It is nots4 that there erg SL open Parkin spaces available to tenants 
: Wwithour ciurce and that __the com Screial ensee ce is vacant end unrentable, It 
Ets : Sten wee 
is fu cod in the oy one thst ibe e Ccisersial « cpace is Treated, 
ao 9 cca rege hg a PR are 
: anerincny renvals must bo reauecd bF a Likes tous 
{ OS RS Rear cms a tease wane ae . 
@ This anzrovel ig conci tioned upon the co: inate: of all tenant services 
; oripina.i+ contim Late inc Geiar tne reece: ~avica of eaci: epartucnt unit 
Ve at intervulc no tenes tose years end tie Lurnis? “ng of free g2s and 
: electricity to tena: 
ey 3. 9 eel IS, Sais ode: stlotrevion mart be G2vised of GAY uowawerd adfusixent 
da reel. ccinis UIs, Within taituy ees of fucu an OrCUrEuce. 
Your aga is Girected to ths covernineg rules and reculations which require 
y thas unos POVEL oF thace Peutsy SUCH Besonosay 2623 S212 be fcntce at or 
below tne rise 69 An Srevad and hall nNO&, Sictacttes, be changed without prio 
@pLroval oi this Departnont, 
You are edzenished to uss extrene esution in applying rent increases to tenents 
keeping in ming tae serious inpect of .a lerge percentere increase, [very effor 
| ; bust be mice to keep rereentace increases to tae evsclute minizun consistent 
t with prudent manage:ent, . - . 
ae sb rs 
Sincerel;, * 2 A 
GO ste sa siehn’s Ss = se 
; ce: rites il “WEINBERG RENTAL MANAGELINT READING = FRIEDMAN BRASLOW BUCK. 
° : pre “te” ? } 
iy Ete yr ME MSL IS Latin WLP OCLGR CRRENCE CONCURRENCE CONCURRENG 
Lousi: AGsjwemoenont Livis on ees 
we we" 20 THE eek 
a i £rown 


Dote 
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i room |-ER=DAK_ 12 ee oe UR Wel sthieny, 
: 7 4BR-23 —— __~34832320-7---5 


- - oie 
ac ese 
TOTALS me 1,962.29./ Poeun: 
Se 
“USE THE FOLLONING SYMBOLS. TOTAI.S FROM COL. } 
LU SLiVING Dit K - KITCHEN 


LR-LIVING ROOM KETTE KITCHEN TTE : 
DR - DINING ROoY BR - BEDROOY 
DA - DINING ALCOVE B- BATH 


om ccmnen Lees 


TOTAL UMTS AND GROss 167 Ssxssne 
MONTHLY DNELLING INCOWT: rate 
EXAMPLE: LR-DA-K-2uR-1 R 


CROSS POTENTIAL ANNL AL DWELLING 
EQUIPMENT 4Np SERVICES INCLI DED IN RENT: : 
ene ee UDE 


(Check ! pproprate items) 
FQUIPMENT — 
@:: Ranges (Gas or Elec.) 


sae : 
RENT INCOME S 


SERVICES ~ 


Decorating 
Ai. Disposal GAS; [_j Heat i! Hot Water 
[%] Refrig. (Ges or Elec.) (_j Dishwasher (a) Cooking 7 Air Conditioning 
~jAir Cond. (Equip. Ont ) (1 Carpet ELECT: Heat Hot Water 
Quip y | 
(6) Natchen Exhaust Fan {—] Drapes ro Cooking CI AK Conditioning 
. (! Lights, ete. in Unj 
{1 Laundry Facilities (_j Other (Specify) ‘ =H Lights hoes ihc 
——$_ . OTHER Fret: ing! Heat ix: Hot Water 
OTHER IN¢ OME PRODICING SPACE; 


CUWATN C OTHER 
Ty Pp 


N of 4 1 t “ni 
& in Project Number of Unit 


5 # Unit Rent Por Month 
Garages 


——— pen Parking | 84 


Urats nits 


? 3 Unis 
leno charg $ 
eRe 
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Stores - * 


$ 
eas 

seiirereerreneiieeteeece eo Mindaeeak Sabhlenia Geittiteai ins ins Poa 

Offices ; 


Commercial (vacant) 1 
ur ttsottoat test th da 


NON-REVENUE PRODUCING pn FELLING SPACES: 
—_——_____ 


Composition of Unit 


No. of Each Vee Annum Hental Use q 
1 A d ° 
(insert Description; i aie Ter (lanitor, Office, Resident Manager, ete.) 
ee ad 
LR~DA-K-2BR-15 


I hereby certify that (1) the information contained on pace | and 2 is complete, correct, is 
and (2) no increases in approved dwelling rentals will he made without 


Date i. 9 a ” +0 wanes 


in accordance with the Owner’ 


8 records, 
Prior written conseni of KUD. 
. tg 4. > 

IZ. Ye Z, Ae See, jis 


Chairmen 


Title UT eerrvation matt 00 Grated Be Preece og 
“lf curparation, must be executed by President or bice President) 


Signature 
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OC cr, 


saben sim nd BUCH Nt NL ng ge Ne A 


4 . 
Rein quncumenee Se Ee ae 
ome : ‘ és 
ame 5 t aL ett ‘ y 
HOUSING AND DEVELOPMENT ADMINISTRATION he eae : , 
100 GOLD STKERT; NEW YORK, N. Y. 10038" Le +. wel ls - 
7 Q A Sy — . 
Cec CA & { 
ROGER STARR, /daunisteator " a 
: _ June 26, 1974 
; ° ! 
Philip Click, Deputy Administrator 
Meal Property Assessment Depts 8 


Municipal Bldg. - Room 946 
New York, N. Y. \ 


Re: Shelter Rent Taxes - F.H.A. 
Aided - Period 7/1/74-6/30/75 


Dear Mr. Click: 


We have in the past certificd to Estimated or Actual 
Shelter Rent Taxes for the housing companies indicat-. 


Sec 


A ; a ; 
ed in the attached Schedule, : ; i 
We are now certifying to Estimated Shelter Rent Taxes 
for the period 7/1/74 - 6/30/75. . ; 
Please note that the amount of shelter rent taxes in~ , i 


dicated on the schedule. does not include assessments 
for local improvements or taxes on commexcial areas. 


In accordance with arrangements made on July 27, 1972 
with lir. James Harrington of your staff, your office 
Will determine whether the exempticn from real estate 
taxes for cach company (Redevelopment only) is.to be 
based on shelter rent formula or on the "increase over 
the assessed valuation of the real property, both land 
and improvements, acquired for the project at the time 
of its acquisition by the Limited Profit Housing Company" 
as provided by amended Section 33 of the Private Housing 
Finance Law, [ 

<i ' ° Sincerely 


+ 


ours, 
‘\ 


. Joseph" ll, Port 
Director of Staf= Proierts 
ML: ja ac sass, Ws Office - 


Skelly oe gies Pa i vay, OO. 
Seiler ssi e ; gett. ‘SS. Q wis 
_Brouner i 


Lerner Whe wit 
Project Shclter Rent File sO th 
J. Monticciolo (act. Directort—— y WN Yy A 0) 


-H.U.D.) Ss . . . 
. ‘ Pe n + 4 C D 
» - (/6 \ a RE 
Nog, 


a OP antes Pa 


March 1971 
(Formerly Fria-2458) 


BJant 


U. $. DEPARTMENT OF HOUSING ANO URBAN DEVELOPMENT 


. 


RENTAL SCHEDULE AND INFORMATION ON RENTAL PROJECT 


Project No. 


Nome of Project Owner (Mortgagor) 


/ 
LA 2 ae aE a, Aig y J 4470 > MEY Ola-$Ca01-vhie X 
n of Project Addrees of Principal Office j 


| hey Y 


Viecal Yeer “ol O25 dF, er 
DTG 


GeAte /owe eS 23 i Co 


! Name, Title and Address of Representative to Bhom Correspondence should be addresaed 


: un TPenh MW. Uadebucad  Chaienasl 


TYPE OF MORTGAGOR ENTITY: lL GJ Corporation . 2. cS Partnership 3. ([] Joint Venture 
4. ([] Tenants in Common & [] Trust . ~_2™--— 6, [[] Individual : 7. ([] Other 


(Specify) 


ere 

LIST OF PRINCIPALS COMPRISING MORTGAGOR ENTITYq-- (Instructions for completion: In Listing principals, give name and Social 
* Security number. |. Corporation: List all officers and directots, and stockholders holding at least a 10% interest, stat ng number of shares 
gad type of stock held by each. If another legal entity is stockholder, list its name, type of Antity, and principals as required herein. If 
stock is known to be encumbered ir ny manner, state manner and reasons for ar adil name and address of Corporate Resident 
Agent, if any; 2. Partnership, 3. Joint Venture and 4. Tenants in Common: List all general/partners, joint ventures or tenants in common, 
Designate and give the address of the general partner, joint venturer or tenant in common, Whom HUD may hold responsible for fulfillinent 
of the mortgagor's obligations and responsibilities. If any general partner, joint venturer or tenant in common is a corporation or trust, 
give information required herein for such entity; 5. Trust: List all beneficiaries having af least a 10% interest, as well as managers. direc- 
tors, or trustees. Give the address of such official whom HUD may hold responsible for/fulfillment of the mortgagor's obligatigns and A+ 
sponsibilities. --- If space below is insufficient, continue listing on an attached sheet.) A 
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GRACE HOUSING DEVELOPMENT FUND ¢0., INC. 


223 NEW JERSEY AVENUE 
BROOKLYN, N. Y. 11207 


May 10, 1974 


Mrs. I. Margaret White 


Department of Housing And Urban Dévetonnedit 
666 Sth Avenue 


New York, New York 10019 L)2. 
| so aad pars? 


Re: Grace Towers 
# 012-55201 Ly 
Rent Increase : 


Dear Madam: 
Resources. Due to the fact we have not received a water bill 
the department prepared the attached information. 


Attached please find letter obtained from Department of Water 
Yours truly, 


Od) Urlred be 


Rev.’ J.N. Underwood” 
Chairman 
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GRACE HOUSING DEVELCPMENT FUND CO0., INC. | Af3 pp 


223 NEW JERSEY AVENUE 
BROOKLYN, N. Y. 11207 


March 15, 1974 
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Department of aroneine & Urban Development 
120 Church Street . sip 
New York, New York 10007 \ 


Re: Grace Housing Development 
Fund Co., Inc. 
Project + 012-55201NPPA 


Rent Increase Request 


Dear Madam/Sir; 


The physical condition of properties located at 2060 Pitlin & 
272 Pennsylvania Avenues are maintained in clean end safe 
conditions. 


‘Redecorating will be in accordance with:New York City Health ed 
Regulations. All turn-over apartments will be saittaniairaa “ 
immediately which average 8% during 1973. 


Each apartment is equipped with, 


Services include; gas, electric, heat and hot water. 


, Income: 
Rent 34,120.00 
‘Commercial 
: (vacent) 
Total 34,120.00 
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GRACE HOUSING DEVELOPMENT FUND CO., INC. 


223 NEW JERSEY AVENUE 
BROOKLYN, N. Y. 11207 


272 Pennsylvania Avenue 
& 
2060 Pitkin Avenue 


ro 
nplt ; 
on" - PAYROLL 
4 HY : 
ul : Gross 
Employee Classification Wkly. Income Other 
1. Major Cunninghem Superintendent 165.00. 4rm. Apt. 
/ ao — (200.00) Mo. 
2. Clifton Quick Maintenance 165.00 ° : 
4 
. * Bi 
3. Gordon Chase Maintenance Helper F 
_ (pert time) : POR Sos a | 
: . : gi? 
Jimmy Bivins Porter 137.50 a 
5. Linwood Dancy 137.50 & 
6. Robert Carroll Ks 137.59 


7. Jerry Cunningham 137.50 
. ' 


Additional: 


ALL EMPLOYEES ARE COVERED WITH HEALTH INSURANCE BY COMPANY AT THE RATE 
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MAIL PAYMLNTS TO, I CACH PAVieN TS SAY BF MA ETO 
JUNE 30, 1974 city COLLECTOR  CASMULIE J AM 3PM BON. 61 AT 
#0. vox 370 Room t ; 
CHURCH ST STATION MUNICIPAL BUILDING 
NEW YONK N v wus | BAOOKLYN NY 1120 
———--— BILL WITH Pre eee Te a rv adet aCETeoAT rae 
Cu eo ir ad s Ae Ante Ce MALL eG ALON S$ eCOMMECT AUTIEY TH 
a KB we orice “ ‘ PAYMENT DUE WutCau OF CY COLLELNGnS Af ADVE ALOHESS. —— 
BLOCK | t ! wie ero Se 
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GRACE HOUSING DEVELOPMENT FUND CO., INC. 


223 NEW JERSEY AVENUE 
BROOKLYN, N. Y. 11207 


Electric Bills 

‘272 Pennsylvania Avenue 
2060 Pitktn Avenue 
Brooklyn, New York 


\ 


272 Pennsvlvania Avenue 2060 Pitkin Avenue 
12/27/73 - 1/28/74 2000.65 1/25/74 - 2/27/74 '\ 1820.48 


(11/28/73 = 12/27/73 1433.94 12/26/73 - 1/28/74 ~ 9326.09 
10/26/73 - 11/28/73 1604.44 10/26/73 - s2/n6sia 3 3257.13 
@ 9/20/73 ~ 10/26/73 1486.29 9/25/73 = 10/26/73 ee 950.86 
8/27/73 = 9/26/73 1532.38 0/24/73 - 9/25/73 \. 1275.83 
7/27/73 = 8/27/73 1427.62 
5/29/73 = 6/27/73 1341.59 4/26/73 =—5/25/73 1209.89 ; 
5/3/73. = 5/29/73 1361.04 3/28/73 - 4/26/73 Y gose.87 | 
. 4/2/73, = $/3/73 1448.54 1/25/73 - 3/28/73 X 3339.31 : | 
3/12/73 - 4/2/73 1101.35 1/10/72, -" 1/25/73.\X 583.02 : 
2/1/73, = (3/12/73 sikee.°* 


.- “feck ame 


B50 See wena tee oes aga elie * TO “PTT mE DAM: arms A 
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ye JUNE 30, 1974 city connector os room t .¢ 
#0 BOX 7 te atic iPaL DUK OND 
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PAYMENT OVE nuine ae ae 


s =%— ws.si ZAM 1)4-/4. ai Solseeidihe scsi aiReONs SEO 5 5 ees 


g | 223 NEW JERSEY AVENUE ey 


11/28/73 - 1/30/74 857.56 

9/28/73 - 11/28/73 ° 567.37 

7/31/73 - 9/28/73 510.99 

5/31/73 - 7/31/73 501.10 

3/30/73 - 5/31/73 694.24 

1/30/73 - 3/30/73 1372.19 
gale PY 

11/29/72 - 1/3073 1898.45.. 
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‘ ¥ penis Ver VA Fo fA BKLY? tl» ie 1 (. ANS > 
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GRAGE HOUSING DEVELOPMENT FUND CO., INC. 


BROOKLYN, WN Y. 11207 


272 Pennsylvania Avenue 
2060 Pitkin Avenue 
Brooklyn, New.York 


Gas Bills 
both buildings 


Atel €-2-9 
inner Dbeinadtisinst ? 


- ("6 wee ae 


Fo *s 7 "FT AX YEAR | TED WHEN PAYING THE HoweTacanrency CHARCE. 
; YOUR CANCELLED CHEC2 1. YUCR RECEIPT, AECL 
CITY OF NEW YORK reg" 1, age BILLS WALL NOT BE METURTED UNLESS WRITTEN F LQUEZT 
. ACCOMPANIES YOUR PAYMENT 
BROOKLYN ~ WAGE PAVRTS TT PS. 4) ca HATE TUE EF renrsTo 
JUNE bs 1974 city covcecton cao sige DYtA- Mure PALS 
#0 woA 9 sor 
CHURCH ET STATION lee “wae ong A 
ee ‘ 5 ou rige : ‘ (oe 
~ EntC Race as ore with ene. ae wire “e es ‘ ah, Rin - He ea w 5 ¥ ene 
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- gaEOULE OF TOUK Opes tide 
oe x, ; . KA . . 
Grace housing elopment Fund Etal. INSURANCE aM 
pacraneod c/O Reverend Jalob N. Underwood x 
For 222 New Jersey Avenue 
Brooklyn, New York 


property 2054-76 Pitkin Avenue, 3042 Pitkin Avenue and 351-383 Belmont 
LOCATION: UF DIFFERENT FROM ABOVE? Aye, b/a 238-282 Pennsylvania Ave, Bklyn , RATE PREPARED: 28/74 


FON STREET NEW YORK N. ¥. 10038 
Puone: 233.1900 


LIMITS Years 


—— 


/ . 


Special Multi-Peril $f 4,420,000 5/13/76|Comm Union } ‘Annually 
Fire Buildings Blanket _ 
$ 1,000 Deductible 


. Liability $| 250/000 
ooo. 
Property Damage $| 50,000 


Elevator Collision $} 5,000 


Open Stock Burglary 
$ 100 Deductible 2,000 


, 


Compensatinn | . 5/13/74 


Boiler # Machinery , 250,000 12/22/74 


Disability Benefits L,/23/73 


Fidelity Bond 
(Robert G. Buckner) ¢| 35,000 7/5/7% 


y 


We present this schedule so you may get an overall picture Please examine this schedule with particular reference to 
of your insurance protection. If you have policies from other the amount or limits of your insurance. Today's foperty 
insurance offices we suggest you add ihem to this list to values and liability judgments are higher and insurance should 
present the complete picture. be adjusted to cover. 


We will be glad to discuss this schedule with you at your convenience. fs t 
e “1dert i A : 


ee 


UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF NEW YORK 


GRACE TOWERS TENANTS 
ASSOCIATION, et al., 
AFFIDAVIT 
Plaintiffs, 
vs. 


GRACE HOUSING DEVELOPMENT FUND 
CO., INC., 


. Defendants. 


STATE OF NEW YORK) 
COUNTY OF KINGS ) 


STANLEY G. BERGER, ESQ., being duly sworn, deposes and says: 


i. I am a partner in the firm of Hoffberg, Oberfest and Burger, 
certified Public Accountants with offices at 888 Seventh Avenue, 
New York, N.Y. 10019 and make this affidavit in support of an 


action brought by Grace Towers Tenants Association, et al., 


against Grace Housing Development Fund Co., Inc. et al. 


2. Our firm has had extensive accounting and auditing 
experience with federally subsidized housing throughout the North- 
eastern United States including several projects aided under 
§ 221(d) (3) of the National Housing Act. _ 

3. We understand that Grace Housing Development Fund Co., 
Inc. is the owner of a 168-Unit § 221(d) (3) subsidized project 
at 272 Pennsylvania Avenue and 2060 Pitkin Avenue, Brooklyn, N.Y 

4. The Association nee bebatned our firm to analyze 
materials (see Exhibit 6% to complaint) submitted by the owner, 
Grace Housing, in support of its application to HUD for a 23% 
rent increase, and to issue a statement of our professional 


opinion regarding the validity of the rent increase. 
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5. It is the opinion of Hoffberg, Oberfest and 


Burger that the owner application material received from HUD by 


the Association and received by this firm is insufficient to 


make a judgment as to the validity of any increase. 


6. Among the items: needed for a proper det . 1ination 


that are missing from the material given by HUD to the 


Associatong are: 


a. Copy of the management agreement between HUD, the 


owner and the management firm. 


SE 


b. De railed summary of payroll information. 


c. Originals of oil, electric and gas bills. 


d. Copy of the dost of sonstruction certification 


given HUD by the owner. 


7. Annual certified financial statements submitted by 


the owner to HUD for every year since the inception of -..e 


project are also needed. 


Sworn to before me this 


yp@aay of October, 1974. 


NOTARY P Ic 


a 
ROBERT SILAG! 


MOTARY PUBLIC, STATE OF NEW TORK 
No. 41-366430 
Qualified in Queens County 
Conunission Expires March 30, °°7S- 


